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THE FOREIGN SERVICE 
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UNITED STATES OF AMERICA 
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American Embassy, Rome, 
October 22, 1952. 


ADDRESS OFFICIAL 





On going over my Currency Report I find need for some changes, 
mainly made necessary by the conferences on the day preceding our 


departure. 
Contents 
lr 
Page Line 
43 7 
vio 


ee 
Ahi,,16, 
17,21 
ory ) lines from 
bottom 
<6 lines from 
botitam 


Mrse Edna B. Stacey, 
American Enbassy, 
Jidda, Saudi Arabiae 


The following is a statement of the changes: 


In Chapter III the first two 
headings should read: "Value to 
be given to the new sovereign" 
(Page 1)) and "Means to maintain 
the sovereign's value" (Page 16). 


M2)" not "12%", 
"from" not "in", 


Reads 
etce 


"This rise was partly seasonal" 


Rewrite as per attached copye 
“outbreak or" not "of" 

Rewrite as per attached copies. 
Read: 


"which is about", etc. 


Read: "10,60" instead of "10.75". 





we 2 ae 





g 
o& 
h Read: "80.265" instead of ".269", 4 
5 Read: "3:17" not "3:16" 

(“28 Add to the end of the first para~ 

: graph: ", and by increased production", 


~ 
ra 30 First line 
3rd paragraph Read: “interchangeable at par", 


IS 36 8 Correct spelling of third word, 
39 Rewrite as per attached copy. 
£37 R3 16 Correct spelling of lodge. 
6 th paragraph 
Line ) Read: "I suggest for the qirsh coin 
a thickness" etc. 
The above will involve rewriting the first page of the Contents = 
and pag » 16, 17, 21 and 39, The other changes I think you can 
make without rewritings 
I am sorry to burden you with this but it was unavoidable because \ 
of the changes made at the meetings mentioned. 2 
Please correct the copy given Mr. Blowers, which I imagine is the 8 


only one outside your possession except mine—which I am correcting heres 









Also please give Mr. Khalidi, through Mr. Blowers, the old page 21 
which I enclose, and explain the other changes in Chapter IV, This 
will help Mr. Khalidi to correct the translation f this chapter 
= it was first written in Auguste Pages weufy ie ‘ 


~ inally please send to me c/o John Parke Young, OFD, Department 
7 of State, a copy of my dictated report of conversations. 


We had a good trip and much appreciate the great kindness which 
everyone showed in facilitating our departure and seeing us off, Let 
me specially thank you for your hard work in helping me leave things 
in good order, 

With best wishes, I am, 


Sincerely yours, 


RS. Place ta sk me tng lt 

decree Ae new A) Manali ~~ 
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Cetober 19, 1952 


UTES STATES OF AMERTCA 
Jétin, Sowdl Arabia 


TECHNICAL COCPERATION ADMINISTRATION 
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GAVDT ARMDDAR CURA ECT 


A Report to 
His Ynellency Sheikh Abdvliah Sulaiman, 
Mimieter of Minanee of the 
Kingdon of Saudi Arebia 
yt 
Arthur i, Young, 
Yinanciel Adviser 
mem Telete « « 
iLeeaee of tee pele bev gurt te 
 fe@ahmiea) sears ¢ So 


oe Ola CO We fm ote 


CONTEHTS 


SAUDI ARABIA'S MOMRTARY SYSTEM AND ITS VOREIMG . oo o 


Sumery of the ayeteh weer eee neeae 

Voluwe of monetary clreulatiets sess eeerese 

Rates of exthange and priced, ..ssseseees 

Merits and defects of the aystem, eee eer ee 

Special characteristics affeeting plans for 
voustary read) ustsent. 


eee e eee eerenee 


TI, GHODGR GP A MOMUTART STANDARD, ce ee ee eee eee 


Bimttalligh ss see cece eee eeeeeses 
Vaking the present dual eysten more workable... . 
The silver stander wee eee eee eee 
The British gold wovereigi, «csc ee eeeeee 
oe) eee eee ee ee ee 
Gold at G95 per CURD ne cee esses eeves 
The Saudi Avablen gold sovereigns sss ese ees 


TEI, INTRODUCTION OF THE SAUDE ARABIAN GOLD SOVEREION . .. 


Value to be given to the new sovereign, «2 es es 
Neone to maimtein the soverelgn's value... . ++ 
Position of the British gold sowereign, . 4. 5+. 
Ponition of the riyal eset e eee eeeeeee 


TV, RATES FOR THB WEY SOVEREIGN ABD THE RIVAL, » eee ee 


Bocent Mates wee eee see eeeereeres 
Relation of rates to the price of silvers... s « 


of sill Agi see wer yyyys ¢ se 


Ratio of the riyal to the new sovereign... +s « 
Relation of the rate to future currency 


eee eeeene 


Gonehusion re the initial matey esse sees 


. ee & Bo 6 me oe we te oe 
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¥Y. FRADJUSTWPNT GP THE RITAL gi ec cece eeseses 
Wood fora mevriyal. css cece sreteesre 


Types of currency readjustment used in ecuntr'es 
with similar problemi. sesssevereere 


encluaion re the plan best adapted to 
Saud! Arabte, 


eunw @eenwegcee eG eee 8 


Silver content, ee et eee ee eee ewes 
Hoey valeht ant camper tion of mov silver ectne « « 
tuamary of propesed silver eoins ani ecmyarison, « 
Quantity of new coins nosded gc wt eee eee 
Maintenance of parity of the new colmm . 1s ses 6 
Alternative mothod of reed justing the riyal, . os + 


Vi, PUDNONOM OF MING COTM see eee cee wees 
Yresont eitustiene ss cece eee beer ewes 
the rate of the qiZeh. eee eee eee eee 
Cepoattion of new qirsh Colm... cece seas 
Quantity needed, see ee ee ee ee ee eee 


I, Sandi Arabian mintings of silver eolm, «4s e200 


II, Oritish sovereign and severelgnriyal rates of 
amthange at Jidda, 194452 ...0 0680 ee woe 


ITI, SSrehange value of the ayy 

with value of sane ri 
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Iv. Decrees of . 0 Ry erating to 8 

Arabian 

appointing the Be eet je 
¥s Caloulation of reseewe for allverebints sss... 
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SAUDI ARABIAN CURRE ACT 


Sends Arebie's qurrency gyvtan is unique in the world today, It 
is the hardest money of all, a dual currency conaisting of fritiah gold 
severciyns and Saudi Arabian silver and wincr coins, The gold ani si)- 
vor eoime eireulate primarily on the basis of their tullion content and 
value in world markets, Put they do not closely follev external values 
beemuse of loen) conditions and the restrictions upon impert and expert 
of gold and silver im this and ether ocuntries, ‘he only fideciary e)- 
oneat conaiote of miner ovine of 1p $ and y qizeh, valued at 2? qirsh 
te the rival, ‘he country hes newer bad itr om paper me nay—xthoug! 
Indian rupees ant ccae other currunciae are used to some extont in the 
Coastal sroas, especialiy at the season of the pilerimaye, 

‘The co's comping the followin, iooluding the newly oolmed Sex! 
Avablan gold soversigns 


ae 

The gold centent of the Mrittsh sewerwion to vorth $8,299 at (35 
per ounce. fut the sovereign cemamd® « varying preatte, mv conerelly 
aed TES Aes) grey or Viack geld mavhote of a mmter of countries, 
beonuse it is will mown ant imedistely rarketadle, its quantity ts 
Lintted, and it to ideally ouited for hoarding by people whe for cone 
taries have teed precious wetels ase rtorehcuse cf value, The sovereign 
ciroulater actively in the ié°meces area end in parts of the interior 
along vith the rtyal, at varying rates of exchange, ta tho cast emnet 
area, however, the covers! ts mt generally used, 

The riyel is a popular coin, Throughout the ecuntey it i the our 
randy off the pecple and ts used generally in retail buying, It has the 
tame velcht and firensss ac a former Iniien rupee, ‘The sovereign is 
used for larger transactions !n the western area ani parts of the interier, 


ala Gh INU IL Gar li 

it Lo impossible even to make « fair guese of the mumber of “ri tinh 
sovereigns in the country, As to riyels, the total encunt of silver 
colas Bade sines 1995 ia SiaM.5 million, including an order of "52 
eiliicn in dump and July, 1952, vhese delivery should be substantially 
crmpleted ly the am! of 1952, stalls ty years ave chown in Annex 1, 
It Lo Mpesaibly te cay how many ave now in the eowrtzy, but certainly 
At is eonsdderably belew the total receive’, The outwar! auggling he» 
been on o large conle at times, expecially in 154-50 when it bas bean 
said te amouut to OR2-§ adllica monthly. 


 Rtyele-vortcn rates of aadhange in endl Arable since 1945 heve 
varied totvesn 729 ant "40 3/4 per sovereten,” as shown in Annex 1] 
and Chart 1, In the past three years the range has bean between “P42, 
Gi RSD 3/k, The vate fn September, 1952, averaged about 5242}, 
Sntierly there have been vide fluctuations in foreign exchanges 
the value of the Yritish severeien 1s quite outelde the eontre] of Saud! 
iba or it amy one country share 14 fa widely current, The value at 
7 "MB ng ie ety eli pts r,t 


eon Ciattaxt “ngs ead ob 
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Fidda since 1945 has ranged from 620620 to (10.25, In the past three 
yours rates have varied between $12.90 and $10.25, In September, 195i, 
the rete averaged about (12.10. The sovereign hes consistently been in 
demand at « premium well above (35 per fine ounce of gold, The equival- 
ent par fine ounce ot Jidda nes ranged between $04.95 (143% premtun) in 
1966 and 943054 (24% premium) in 1950, Tho equivalent in Septenber, 
1952) averaged about 951,00 (46% premium), 

The value of the riya) in forsign exchange hes been influmeed by 
the value of silver in foreign markets, but at times hes departed cons!d~ 
orebly fram the foreign parities, This hes resulted from loal shortage 
or plenty, from the restrictions on export of riyale, ond fron restrice 
tiona affecting silver in other markets, There tes deen cons! deredle 
outward snuggling of riyala vhen the velue of silver abroad has been 
netarially above the riyal's exshange value in the country, But there 
hae deem little smuggling vben the premium ves less than about 15%, be- 
cause of the great veight of silver in relation to its vnlue and the 
risks of selsure. 

Annex ITI and Chart 11 compare the exchange value of the riyal 
vith the value of the same weight of eliver at Nev York and Bombay, 
There has been at tines « prenium of over 70% at Bombay, due to seareity 
cnused by Indian import restrictions, and st Now York of 28%, Meturally 
there vas extensive emuggling vhen the premian war so large, At the 
prectnt writing, the exehange value of the riyal 1s substantially the 
cane ao ite parity in New Yerk or Bombay, a rather rare condition. 

The foreign exehange value of the riya! has been nore stable than 
that of the sovereign, Tt has varied, hovever, roughly between §0.20 
and 60,90 ince 1045, Th the firet half of 1952 the riyal was quite 
steady at about 60.27, or about 3,70 per dollar, but averaged about 
$0,205 in the sumer of 1952, This rise was partly seasonal due to additional 
demand for money in eonneetion vith the pilgrimage which in 1952 reached 
ite @limex in August, 

Only frognentery dete of interna) prices in Sauti ‘rable are avatl- 
ables The date are insufficient to permit any very definite eond)us!ons 
«) Go the connestion between fluctuations of foreign exhange «nd the 
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novenent of rites and eect ef Miving, other than thet unstable en 
hays elds te costs of doing business which are lerpely pacred on to 
the coreeor, 

arita nud defects of te custan, 

The nometary ayston bas sso inyortent pointe of strength, Ina 
world of depreciating “soft" gurrencies, Sandi Arabia's all-metal eur 
roncy has matatedned its valve as wall es anyone could Imps, The paople 
have ful) eonfidemme in the riyal an’ the British sovereign, The cure 
voney is dumsble, J¢ has proven thet it can ealidly, if mot conven- 
fantly, neat the needs of the comtry, 

There are, nevertheless, oye serious dafecta of the synten which 
are being increasingly realised, Instability is the greatert defect, 
There is ne fixed rete internally tetueen the riyal and sovereign, end 
rates have yeried widely. ‘© fixed mite oon be not and definitely min- 
tained, Sxternally, neither ootn has a fixed value in terns of foretgn 
currency. 

Variations in the rete my be yory disturbing te Coverment fin- 
ance, About foursfifths ef the reveme is in foreign exchange, seinly 
dellare, 4 large part of thip must be converted into rivals ant ov. 
ereigns te be spent lecally, The Goverment cannot budget with asour- 
ance vbon 1} cannot know from pne month to apother what ite revemes 
in terme of loos) eurreney will be, The mater of riyale realised por 
deller hee varied from abot 3,2 to $42 since 1945, Ani the price of 
eines 2945 the exttarn of $1,000,000 bas Fangod Crow 53,200,000 to 
"PS p200y0004 and frem $0,000 to newrly 100,000 sovereigns, iyen in the 
Year 1951 the cutturn ranged fram ebowt °9,550,0C0 to R400 9000) am 
free about 77,0°0 te 6,000 sowwre! gna, 

Puctwatgome alae are hamful te foreiom tindes In many countries 
inpertera ani exporters caamonly ssttie with banke their rates of foreign 
cxehanre {n ntwnee, tr onter to imow the cont ar proceeds in terme / 
neal qurreney, Tut forwant exnienee transactions are almet tm 
at ont bere, vartly beens of the tmerpretetion of reli fet law 
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Watoh ray be placed upon acts te provide for Suture comtingsneles, Time 
omchange instability brings % fore! ga trde on elenent of risk and ue 
cortaimy which is rarely svoided, to compensate for this traders rust 
allow larger prolit margins, They pase on this added ovat to tho publle 
or the Goverment (se « buyer af Imports) tn the form of higher prices, 
This extra tunten on trade reduces iuporta, leo it reduess rover fron 
the customs, Finally ite effect, ty redueing the supply ef imported 

goods, 18 to lower the ctastard of living of the people as a vbole, 

The people alec way suffer fran fluetuatious of the value of the 
money they held, They bave me way to know whet ame coin say be worth 
in future 4a tomes of the ether, Sy holding either eoln, if they may 
need the other, they run the risk of lost, 

Ywstboruure, the gold and allver eoine are mt interchangeable at 
any par rate, The public baye te pay rates of axghonge covering the 
protit of the mepey changer cr bank, With @ geod aysten oll femme of 
wonay would de isterchangeable at fixed par without any cost te the 
holder, the only fined qlesant in the aysten is the rate betwen the 
qived and the riyal, 22 to 1, fut that de an odd mate, not eaay for 
canputation, and oven thet rate has songtines veried in times c! mone 
tary stringency, the qirsh showld Year a fined decinal relation to the 
SY e 

Finally the ayeten is cumbersome, Ip tho absence of money of large 
domominetions the riyal te the peeple's sain money, be riye) in « 
heavy opin in relation to value. ler any sisable transagtion thore are 
prokians of garryiny large waighte of mete) ar! courting mm re of 
Ocingy thie ia troublenume, a waste of tine amd a source «f expense, 

Clearhy Saudi Arabia would benefit if it eculd istroduce @ revised 
nonotary ayetew with @ definste vtalo monetary standard ant a ayster 
of convenient colne with fined decimal values and freely tnterchangeahle 
at the wish of the helder, 


| ial a i aa 
there age several important charnctortoticn of the tmitotary attention 
Un hi ai Sr ems ot Wa tara 


+ @ha'y aroay naytet \a erermd tl 
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affect won the netwre of any plan {cr monetary road justnents 

ts Sewli Arabia from oar)ioat times has ved hand money of “Pull- 
weight’, The people bave rulied ypon the "intrinalc’ retel content of 
money rather thea wpen govertmnta) measures (iving it velue, end time 
they tend Ww dletrust paper money, 

bd, Closely ralated t the above is the wide otent of hoarding. 
Ceptain large money dealers de certain benkiny operations, bet there 
are ne fornally established leeal banke, ‘he mocorn banking facilities 
provided by foreign benks exist only in Jidda and the DatuameJhabran 
area, These banks have relatively few deposits im local eurrency, 
though the depowit sytem bas Leon slowly growing ami foreign eurrency 
deposits are comaiderasle, Mort local Wusinows heubee and individnals 
keep thair furdo mainly in hoards of gold and silver. Sho endinay 
people throughout the coumtry keep 6 pualior oF sarger supply ef geld 
and/or sliver obi ngemas much a8 they can afford—as a reserve for spend~ 
Log aN cRMIE Tye 

Oe bere 19 met sagh debtoreoredi wr relationship ar eo are 
tively few lenjatine evtitrset: baced om money other than resi ertate 
Jones which are reraly for ever Wo yeeros (ersopal inwurstce, bonds 
and mortgages hardly exict, ihe bovermont bas no lees] Sunled debt, 
for thee ressens Whe couatry 19 less vulmarwb.e chap Boot commtyles t 
nopotary alanes afieeting ite ccnigactual structure, “ut champs in 
Soneign exehangs rates have ovnsidapadle effect beceuce of (e) the 
(\overmmpat's heavy deyondence upon foreign exchange revere, and (b) 
the ootintzy's great Cependonce upen importa. 

dy Tho econcay io regional with eonsiderntie differences betwen 
regions, “he wert const vees cold for larger trangactions, wut riyale 
for ordinary retail teade and wagon, The enct eran, however, uses 
almost m goldeite fondman for silver reflecting orfenteticn toward 
India, Pwoh of the interior is fepiliar with beth gold am! oliver 
coins, ‘arte of the eountey ere repiily beoening modern! sedy and in 
ether parte the tribenmen Live mech a6 thay have for may eonturien — 
pat, On We west coast, Wise cooncaic eentor io ot Jidia an’ becom, 
4dda's money market 's concorned vith financing trade an! the lia 
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Oey ot oe hee cgs ert Arie 8 a 

he poly grodey 2 snterery, Pe ee SP Per Te, 

weiter dapntant om 18 tag. the pote capital ah the eta 
reatdence cf ite Yajenty the Kings The railway fren the aast onast to 
Ntyadh seas epannd late in 1951, and Ate extension te Iii 1 boing 

" plamed, the railing’ Will help te twunaforn mosh of the region where 
it runs, Tt now tends te link eooncuicaliy the Riyadh region mainly 
to the eart coast, 

#, Yoreign exohange is o majer problem, The Ocvermmat reesives 
abut four-fifths of its income in foreign exehangs, nearly all of 
this fron the Arabianaimoriean (12 Company (Arenco) exports of of} 
but sone also from foreign conceslonalres other than Avanos, 1] rev 
enue, an consequently tetal revemus, has probably grow fester in the 
past throes years then bas the reveme of any country in history except 
Kuwait, The seed te convert large mms from foreign to local ourreney 
creates a difficult problem in budgeting go leng ac the covercign and 
riyal hove no fixed velue in forsign exshange, 

In contrast to post areas, doller exabango is plentiful in deudi 
Arabia because of tho large oil reverme, ari also many dollars begun 
available in the area because of Luweit's dollar recelpts, fart of 
this oxehangs not weed for goods may be converted inte gol and silver, 
Continuing and growing foreign currenty reeed;ts in there relatively 
undeveloped areas may at times pose « problem as te their woe, 

f, Semis arable bea spleniid revemes duc to ite wealth in ofl, 
Because these revores are so large and almost al) in foreign currency 
ineluding mainly dollars, the eountsy oan afferd the soundest and best 
secured monetary aysten, Its rovemies are aufficlent to build wp the 
resarves mesded to ansure much a systen, 

Ge Saudi Arabia ts extremely dependent upon of], beth as te rev. 
armas and ccommic activity, In the part threo yeare of phencmenal 
grevth of ot] production, prosper!ty has grow secordingly, tut in the 
past of has gone through periods of overproduction ant «lump, esd it 


is only prudent to prepers for the chance thet these vill reeur in the 
future, ‘Saudi Arebia fo highly velmerable te ony slump sffocting the sale 
of 1s fl, and hanes it ie wise te make provision for euch an eventuality, 
If Gqudi arebia butlt wp siaable resorwes, which 1¢ could pradually do, it 
wald wot need te worry unduly sbeut any temporary slump in of] or about 
your to year warietions {1 yleld of revensoe, | 


el | 
TI, CHOICE OF A MOMETANY STAWaND 


‘The mata pearibtlities thet Sandi Arabia sey concider arer (a) seme 
form of binetalliony (b) te retain ant try to make more workable the present 
val currency system (ec) te bese ite currency on the present aflver riye)+ 
(4) to use ae 2 bese the Britten gol soveroteny (e) to Join the storling 
anéag (f) to adopt the gold standard based on 995 per ounce, ant (g) to Ine 
tevduce the new geld coin with a definite relation to the dollar and ether 
foreion eurrenetas, 


uated 

There 1s ne dependable way to tie together “full weight" geld and eil- 
ver currencies at fived rates, ‘iinee the ond of the war the ratic between 
gold and silver par ounce in free markets hac ranged between 45-] aml 100-1, 
There 18 no good roascn to belfeve thet the instability of the ratio betwen 
@eld and silver that has heretofore existed will new suddenly end, 

the bimetallic propowel most widely diccvoted in Sandi Arabia has been 
to aot a definitely fiwed rate te 404) between the new Santi Arabian gold 
eoin ant the riyal, This te basically a scheme of nationally operated Li 
metallion, Such a aysten way work for a while if treated ar transitional, 
Dut in time the market ratio wuld ehange a as te mabe any Sized rate unten 
able and drain avay the reserve of one coln or the other, Clearly cme ol 
country alone gould mt crerate binetallian, 

Waking the present dual ayston more vorksble 

the firat diffiqnity in retatning the present dual cyster amd trying 
to make £8 nove warhahlo fo that Sent Arshis eruld net effortively exutes? 
the value of the Retttsh golt sovereten, Likewise Saud! trabia oamot be 
ascred of canteen the fal) vate ofr ria 

Whe Ptah semorsicn te ct Set rab nto tay tat rather 
# foraten om, Mose serra arene longer eta a ew mt bly 


pombary toad, 
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Ye pegularly ecined again, ‘he Maited supply 1s going gredvally inte hearts, 
and under different conditions of greater stebility in the world night be 
gradually dishearded, 1% cenetives has not bean aay to get more sovereigns 
for lees] use, Tt ie hard for a gingle eountey Like feuds Arabia to influ» 
ence ite value, since it fs in wide demand througheut the werld, Tt fluetne 
ates in world parkets nore widely than gold IuDIion, A recant dovelcymont 
“potontially affecting the British poveretyn fo the fuss court deetaicn fn 
august, 1952, that the naling of ful) waight repliona af gold coins te lonrer 
constituting the curreney of the countries ef eripina) {nave fr net counters 
felting. 

Patan for the Pritish soversten dn rivals fn Iidda have warted since 
1945 bation about 89 ant Lo rfyals, ant th September, 1952, the rate am 
ereged about 42 riynle, The vartatfons are due to fInctuations tn both ootne, 
The severoign, hovever, has been Jones stable than the riya) in terms of fore 
afm currency, Tt has varied at Jtdta since 1945 between $20 and 610,25, 
ard in September, 1992, was a little over 912,00, In tems of the deller 
the riyal has varied hetween about 90,30 and W020, ioe, aconri'ng to either 
ite exchange value at Jidde or the value of {ts silver content in the ailver 
narket in Sew York, ; 

While the short-term value of the riya) is to some extent within Sauti 
Avadda's contre, the feet that its Jonpeterm value is vulnerable t& changes 
affecting oilver and the fact that the value of the Sritish sowrelgn is 
quite outaide the country's contre), make it clearly umvive for Saudi Arabia 
te depend upon improving the present sytem, 

Bee atlver standard 

MMoytion of a silver standard would be the earfert thing t: de because 
of the riyal's great popularity, iw this vould pet bee real solution, ie 
country today to on the ablver standard, except that ieudi Arabia ie partly 
baved on dty In the past 50 years most of Aurope and isle hee abandoned allver 
not only ao a etandard but even ac a wonetary metal, bere are po prevent or 
bavapective pational or international policies thet give any conf iience ia 
sAlver's future otability meh as might justify any country in checaing 1t 
A A penetary standord, Although silver prices have been fairly oveedy for 
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several yoars, they have in the past been highly motable, \arlations in 
the price (which was $0.83) por fine cunce in Kew York in September, 192) 
nay temporarily be vithin a narrow ranges but over a longer period may be 
within « wide range, og. between 90,55 ami 11.29. Any plan te ue silwr 
es money must contexplate such a rance. 

Chefes of a silver etandard wuld continue te leave the Coverment cf 
Saud! Arabis vulnerable to majer fluctuations vhieh would make uncertain the 
yield im local ourrency of the foreign axchanye receipts which are about 
four-fifths of tte tetal tncene, 


Tho write gold eovarnden 
The British gold svvercign 18 populer ani widely current under the 
present dual syrtem, fut there are strong reagons fer not using it as a 
permanent stacdard, as set out above in diseussing pos ible retention and 
improvement of the present dual syston, 


aleiiing 

A ptorling standard would have come convenience due to the fact thet 
‘audi Arabia is surrounded by sterling area countries ami hes mech treie 
with the cterling area, ‘wt Saud! Arab!a now has a system that ie practi~ 
cally free fren controls of trate an! foreign exchenge, Tt has perhaps the 
hardest currency system in the world, Tt has no shortage of foreign axchangs, 
because of its walth in oll, It reenives large anounte of dollars, and 
there is no need for it to aseume any obligation tc put than {np the “dollar 
pool” of sterling ovuntries, Sterling exchange has ha’ « eonstant series 
of diffienitios since the war which effll persiet, Saudi Arebia hes @ cloar 
balance of atvartace tn net fotntng the sterling area, 


‘tobi ot 35 per comet 
Ada; tion of the geld atendan based cn a price af 03§ per owes would 
in effeet link Saudi Arabia's qurrency to the doliar, it vere ‘oudi Arebia 
te undertake te iesue full waight gold colae at 435, it wuld have te give 
Ww ite traditional wor of gold as curreney, Any such atlenpt would norely 
feed the various prontun markets for gold, aince the coins would mt stay in 
Girouleticn, lianes Sandi Arabia would heve te depend entirely won fidvelary 
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Currency, This would comprise silver and minor coins; and would involve « 
aysten whieh it would be difficult to operate without relying largely on 
curreney notes——vhose use under present conditions seems incAvineble, 
Thus adoption of a standard whieh would require gold cfreulation at 
£95 per ounce is inpractienble, 


The coulis arabian gold sorrel 
There remains the choice of introducing the nev Saudi irabian gold 


soversign, minted eurly in 1951 but not issued as of Oetober 1, 1954, as 
@ step to an improved monetary system; and maiataloing its value in foreign 
exchenge by operations of the Saudi Arabian Monetery Ageney to prevent undue 
flustuations. Thie is in ay opinion the best ehalee, having regard to actual 
Conditions in saudi Arabia and the attitude of the Goverment and public. 

There are several important ressons in favor of » gold coinage in Saudi 
stables For centuries gold eoins have been know and trusted ond they now 
fom « major elenent in the system, They ore popular because well-suited to 
conditions that now exiet and ere likely to continue to exist for some tine 
to ome. They afford high value in small compass, are easily transported, 
ere bighly durable and are a convenient "storehouse of value" in « country 
neagerly equipped with credit institutions, In an inflationary world, freed 
with threats of var ond videly dominated by the belief that governente should 
use iisca’ means to promote fall euploynent and prosperity, gold is nore likely 
to keep ite value than any national manetery mit, 4 gold currency 1s legs 
liable then aay other to pressure fram unwise govermental astion-—~and the 
streugest and nost experienced countries are suffering from abuses of credit, 

(der present world-wide conditions there can be no aesurance of complete 
stebility in any standard. But there is « firm floor wer gold at $35 per 
ounce, ne Gannot vigualise a drop below that figure, wiieh is 7%-8% below 
the free gold price in Septauber, 1954 ((37.50=538.00 par ounce), No cam 
Simuing drop to « premium of leas then say 4% (036,40) seems ot all Likely, 
Tous for preetieal purposes the floor is higher than $35. 

@& the other hand, o rise of large proportions in the free gold prise 
would be ehesked by the gold sales of producing countries in free markets, 
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The IMf'e anmouneenent of September, 1951, woe interpreted as giving these 

countries nore latitude in sales; and this ine led to greater stability of 

the free gold market at lower levels, M% really large rise is likely vith- 

out (0) outbresk or general expectation of vorldvide wer, or (b) revaluation 
of gold either generally or by the thited States, 

Saudi Arabia should not refrain fron issuing the nev gold coin, in ny 
opinion, because of these tvo contingmeles, If they ha-pen the entire 
world would be freed vith monetary readjustments, and vould have an interest 
in tempering their effects, This situstion ts in contrast to that of silver, 
since the monetary effects of major fluctuations of silver are not Iikely to 
be of really serious concern in any quarter vhere effective action might be 
taken, 

It remains to consider the level in foreign exthange at vhich the nev 
sovereign should be iseued. hviously the level has to be chosen with re- 
qamd for the level at vhieh gold in the form of bers and coins passes from 
hand to hand in the various markets aoceasible to Saudi Arebia, The new 
coin's equivalent per ounce must be safely above its value as bullion in 
free gold markets or {t vould not stay in eireulation, I would stress in 
this connection thet for Saudi Arabia to issue ite gold sovereign at 5 value 
tapoeding $35 per ounce is not « revalustion of gold, Nether it is « pram 
tioal measure to isgue the coin at a level where it will not be drawn amy 
to outside markets, In this respect the position of the eodn will be siniler 
to that of the British gold sovereign, vhich now cireulates in the country 
at a 45% premium over $35 and also about » third above the price of gold in 
the various free, gray or bleek market, 

The problem of the value to be given to the nev sovereign and related 
matters affecting readjustment of the Saudi \rabian monetary system are 
Considered ‘n sucevediny chapters, 


TTI, INTRODUCTION GP THE SAUDI ARABIAN GOLD SOVEREION® 


A major purpose of the Seudi ‘rablan Government's far-sighted aetion 
in creating the Saud) Arabian Monetary Agency in April, 1952, vas to pro- 
vide machinery to improve the monetary systen. The loyal Deeres of April 20, 
1952, mentioned as the fret function of the Agensy: "To strengthen the 
currengy of the State and to stabilize ite value and to fix ite value in 
relation to foreign currencies." 

The Agency's opening on October 4, 1954, cleared the way for issuing 
the new gold sovereign,’ This ovln is practically identieal with the eur~ 
vent British sovereiga in weight and fineness, [t veighe 7.98005 grans, is 
91666 fine ond contains 7.322326 grams of fine gold (equivalent to .2354 oz.). 

Iseuance of the new Goin raises probleas of its value ia foreign ow 
Change, how ite value is to be mafatained and the position of the present 
Gurreney comprising British sovereigns and riyals, 


Nalue bo be civen te the ney soversin 

The Ageney should operate to prevent undue fluctuations of the value of 
the nev sovereign in foreign exchange, within on approximate renge determined 
by the Agenay, Its issuanoe thus will be on important step toward exchange 
stabLlity and avoidance of the losses to the Goverment and the people viteh 
have resulted fran exthenge fluctuctions, But {8 ie important thet the range 
be meither too lov nor too highs 

The gold content of the eoin is vorth about $6.24 «t $95 per ounce, 
(um the basta of the current price of gold bullion in free markets, recently 
between $37 and $38, the coin's gold content ts vorth between #70 and 
$8.95. Obviously the goin could not be terued at e value in the latter 
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vangs becuse 1% would be drained avay to the varlous free, gray cr black 
narbote fp geld tulStem, Yanan of tho' Woda coud! mt be Just ifta oom 
nohivdosnindegsdandeloentsene ‘bast Set Indl 
porphyria 

She Heltah soveraign at 2 comauls « prentun of about 45% over 
iisdn Veins SE would uct be Woe be tauee the nov eon at mate high 
premium, oven if {¢ vould be read!ly aoooy table et that Moire, Too high 
a tie sy Lil wanting, a ict ihly Af va wi has 
& value below that prowalling for the Sritish povereign, The latter haa 
Pubtuated fn the past tue yours brtvecn (23,00 ant §1,5, Also the making 
of rej 1iaas cf the Drtbish vovoroten 0 encouraged ty the above-montionad 
fhudde octet Asotetin tm lugust, 1952, te the affect that making ful) wight 
replicas of these goind 1s nt counterfeiting, This deeiston of course 
does not apply to Saud! Arabian soverstens, Amyeme vtshing to reproduce gold 
colts ta nore Wkely te turn te the liritiah sovereten, not only beens of 
the inlvence ef tits Meptaton but because tho latter has a fer wider ma 
ket and o higher pride, and @apesal of counterfe!t Saudi Arabian sever- 
efgne veut be much harder, 

Tt vill be sound policy, therefore, te sustain the Seudl Arabian soy 
ePeten val! below the prevent level of the Mritiah sovereign, yot definitely 
above the value of tne new eofn's bnliten oqutvelent fn AesersiLlo cutoide 
varkets, These eriterta sot a rance of cheto» betwman abeut $1.90 nnd 
_—- 

Tot tb Tbeldlat he feenit hetory af gol’ prices, When South Afric 
begin sdlting in the Free fell market n 1949 the price in the more tmpertant 
centers Filed nt hee than 15 per omnce, Also tn 1020 there wae epnonlative 
uyine of pod tn anttefpotton of the ouereney Aemduattom of Septianter, 1940. 
By Who ont of 1949 the pPioe liad fadion to about "1, and by Juno, 2950, be 
fore tho Xorean affadr te abeut $97, The fall ue influeneed by both South 
Afvioan salen ant by apeilutive oelling after the dovslustions, Thereafter 
the pride rue to $40 tn the maxt ety ments, but Af not go mich abowe 40 
Groot thet for a short tine surly tx 2981 follow!ng “hinewe Communiet fn 
tarvontion tm Keres !t rove te about §44, 
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The action of the International Monetary Fund in Septenber, 1951, in 
leaving greater latitude to members to deternine their respective policies 
for sale of newly mined gold hae hed en important effect on the markets for 
@ld bullion. Sales on a larger scale have led to lover prices and there has 
been greater stability at those levels, The Fund's announcement was followed 
by a drop of over $3 from about {41 to a range of $37~§38 in recent months. 

I recomend that the new sovereign have a value in the approximate range 
of $10.60 to $11.00, whieh is equivelent to « gold price of about 145.00 to 
$46.75 per ounce. Sales policies of produsing countries seem likely to hald 
the price below thet range except, 2s stated, in couse of the happening or 
general expectation of large-scale general war, or revaluation of gold generally 
or by the United States. Short of these contingencies it is quite mlikely 
that the gold priee in accessible outside markets vould reach $45. These oon- 
tingencies I feel should not now deter Saudi Arebia from issuing the gold coin 
as e step toward monetary inprovensat, 

The range of value for the new sovereign also has to take account of the 
rate at viieh it will be issued in terns of the riyal.’ This range, therefore, 
has to take account of the foreign exthange value of the riyal, oo hereinafter 
explained. 

Means to maintain the soversign's value 

If Sandi Arabia igeuse the new sovereign in the raage cbove recomended, 
it mast be firmly gusteined in that range to assure confidence, Thus the 
Monetary Agency must redeem the coin on demand in unlimited amounts at the 
lower limit of the range Ghosen, 

Redemption calle for an adequate reserve of dollars or gold deposited in 
banks of high standing in the United States in the name of the Agency, The 
reserve must be specially carmarked so that it cannot be used for any purpose 
Other than to maintain the stability of the new sovereign. 

As atated, there seems no change of gold falling below $35 per ounce, 
the figure at whieh the American authorities buy gold, Likewioe the free 
@ld price vnleb in Septenber, 1954, ranged 


* Mis Ruwelleney the Finanee Minister announced this rate on (tober 4, 19%, 
as dnl, 
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between 37-035 is quite sure to stey well above $35 and probably abowe $36. 
The Monetary Agency could readily borrow against the coins if need be up to 
about $35 per ounce, The reserve therefore will be adequate if it covers the 
difference between the monetary value of the coins issued and their value at 
$35. 

To illustrate: a million new coins issued at $11 each through the 
Agenay are paid for in dollars, « total of $11 million, as provided in the 
draft decree, In the unlikely case that they are all presented for redemp- 
tion, the gold in then voul’ be vorth $6.24 million at $95 per ounce, or 
$8.70 at $35 per ounce, And the Ageney would hold as earmarked reserve the 
exoess of monetary value over cost, namely $2.76 million, less expenses of 
coinage snd shipment which are not over about 2%, 

The requirement thet nev coins be issued only through the Agency and 
their full monetary value paid in dollars thus will automatically create « 
sufficient reserve. But it is important thet this requirement be strictly 
followed, and that no coins be issued without the preseribed earmarked reserve, 

Sines the new coin will have a monetary value well above ite value as 
gold tullion, there will be no inducement to export it. HNevertheless its 
export should be forbidden to nake clear thet it is to be kept 2 loeal coin, 
and to give protection in onse of an mexpocted rics, .g., in the contin 
gencies nentioned, 

Position of the British gold sovereim 

This vell-know eoin is widely used in Seudi Arabia, and the Goverment 
should avold action that might adversely affect the velue of the British sow 
orsign after issuance of the nev sovereign, The new eoin, hovever, may be 
expected in time to supplant the British sovereign as currency within Saudi 
Arable, though some vill doubtless continue to hoard British sovereigns, The 
név Goin will be convertible into riyals at a convenient rate which the Mone 
tary Agenoy will be in position to maintain subjest to substantial ehanges 
in the world prices of gold or silver, Also it vill have an assured value 
in dollars and be readily convertible into foreign exhange, Thus it should 
@Padually prove attractive, 

It is desirable to diesourage the making of fresh contrects in British 


> p 


sOveraions, Which hate Seen dist exteratvet} ta cdutyadle fos vealals ani dn 
wifes Thvrer tinadefons, Méties bt a Gertatn Eile UPter tac “aud! Arebtan 
stent iat'1 4 totes TE PuT2 We Sootod tha! Uhty ‘celtidets In tare ‘of Ted gem 
soversiign: wold We wil!4 enty cer payment of a tax of 1! on the axcust 
therec!, ‘the tex rfitng to 2% alter “hres months, 


ieaition of the rhyad 

The Monstary Agency should make overy effort to salntain a stable rate 
between the new sovereign ami the riyal, Jut it should aot be obliged to 
malateis a fired value for the rival, Long exparionse ghcws thet to wnlawe 
take to naintain a definitely fixed rate betwen the two ooins would be « 
fors of binetallian which scomer or later weld break dew. the riyal is @ 
"fl vaight” coin whoee value ar money 49 cgmgcted with ite walue aa oll. 
ver, Tn partionley there ia e pull cn the shyal whenever ite value as fil» 
ver in foreign markets axcents {ts value as money in Soull Arabia by ever 
10a} S, Sines epert of the Mya! fw probibited, this pull vorke through 
monggling, ‘This er come tine tn TOKKSO the rytls value ne eLlver ao 
conting to the Hey York ant Torbay prices vas 60 much above its value as 
poney in “ond! Arabia that outward augyling was creat, 

Wt tines ‘the riyal's value os monty bax boon feprovsed ty over-rayid 
io@ve of neviy-eoined rtyuls, This has happened when thooe have leon imported 
and fpsved here or less automatically as they arrive, vithovt reference to 
the riyal's value if fereipn axchance or to the love! of Internal prices, 
The HOO pYaow fn 194080 ant apttn omrdy fn 1951, ‘The exchange value of 
tha Piped varied between 00/20 fn the wring of 1950 ani 10,28 late fn the 
your, and in 199) there wee sinilar though emaller sving, Th each case 
yeti regess anreongoneentahaptenene=ieinoindiee 
adaarption of rtyals, 

‘Th oentenst te the experfencs tn 1949-51 was the oftuation in the first 
helf of 1992, ‘Then nevlyearrfved riysl> were pet out ely as peed was shown 
by « tontoney ef tho rive) to rire fn value} the Covermant cthervise neste 
fing {te loeal ewsrenoy neede fret the )roeveds of ales of fere!en amthances 
Alse vhon neooneery the lovermant bought rfysle in avtielpation of !te need 
in Geter to check # ater As the rete, As 8 remlt of thew nowcures the 


riyal in the firet half of 1952 ws steadier than in ary like period for 

‘hich date ore at bani, The variation vas within « range of only about 2: 
cu either aide of the average cf "riddle? rater, Lote, about (0527, this 

stability eontimed until the latter part of June, when the riyal inarenco! 
in value te W,dfet, inflooneed by carly Jarre dewant for the pil, riuape 
ani before axrival of pew riyale ordered from Mexico which began to arrive 
Em Nags 

‘he Agesey can carry cut ite reepansibtlity te provide a more stable 
currency not oniy be sustaining the Gemig Arabian gold sowereiym as preposod, 
tat ty doing ali it can to cheer the finctoation of the riysl, Tho abow 
analysis shows tet the Agenay eur do mol te contac] the riyal, the firet 
neans de by regulating the rate of igeuo of newlyecoimed riyals, ihe chan 
ter soto forth ip drticle 4 the following fumction of the Agenays 

"estes sta 

gene og wuld be iceued nly ord at 

the Coverment in June and July, 1992, ordered from Mexieo SR52 million, 
nowt off vtech should arrive before the and of 1942, With those tn hand axl 
vith the pesstti2lty ef gutking mre vhen needed, the Agenay unter exioting 
consi tins vill be tn 0 position to provent any untae inc-ense tn the inten 
hal value of the riyal, Tt ean pay ther out as repidly or as dloviy as oom 
aitions varrert, 

The rival» appree!ation in the sumer cf 1982 show that, beemuse of 
censors] demand, !¢ wil) be irpertant to have on hand by May, 1953, an ade 
quate stock of new riyals, Ctherviso exthange cannot te gentrolied, If now 
coinage orders are needed, thoy should be placed three m nthe before arrival 
of the firet lots, ant in tine for arrival of all needed by June 1, Deliver. 
fee from Vexles have bean mede at the rete of abcut ‘JC millicn monthly, 
Vignes the oitustion should be revioved during Potrumy, 2953, 

Ondy experiones vill shew t viet extent and how rapidly the new sow 
ereign, as 6 convenient co!n of larye dencminaticn, will bn mbetituted for 
rivals in tho clreulation, AL) new sovereigns {esud ghould be Sully cov 
arod ‘n riyels unt!] the iganey {ims by experience that there covrelgns 
will stay in etrouletion to en extant perwitting lose than ful) coverage, 


Other agtion avatlable to the Agency to affect the riyal's value in 
(come of tho ape qpmppign spentto Sym te Senatton ap the Covstmast‘s 
fisead agent, In this eqpasity the Agenay wil) neestve ani be the deposi 
tary Sor ali reoaipto of the Covurment, the rwonipte ta riyala an! mow 
sovarsigne ii be avaliable to be held cr paid out aleng wit thooe bold 
1 vesarve, Aut deyond this is the iganey"s fixation tn receiving payments 
wade to the Covermant in forviym curreney, notably as revert fron et, 
The Agongy can convert these into rivals oy nev somreigna, having sagend 
te market conditions, Por axanpley if the Goverment needs rivals at « 
Le ven the rival is tight and tonting to inerecse in value, the \geaay 
oan puovide fram ite siyal reserve the needed riyals end hold farein cue 
sonny in theiy stand, Gr Af tho riyal vende te be redundant and to fal! dn 
valve, the Agony oan tuy riyals in the market for Covurmment needs acaimrt 
either foredg: exebange or Saud! Arabian gold sovereigna, Also it can by 
and held riyals for its om goacunt against future meds, 

Thus the Ageey, while not obliged to maintain « fised mate for the 
riyel, has powerful resources te cheek unine fluctuations, It ean do meh 
to carry aut the Covermont's intention, as set forth in the dees of fits 
Najesty, to aveid the losses to the Comment ani poeple remiting fren 
variations in the value of Seuii Arabia's «aurency, 


TV, RATES POR THE NEW SOVEREIGN AND THE RIYAL 


I would emphasize thet maintenance by the Agency of rates between the 
riyal and the Sandi trabien sovereign depends first upon there being no 
major changes in vorld priees of silver end gold, Also it depends upon 
the Ageney having et all tines enough of each coin to mest all denend ot the 
rates set, Cnly readjustaent of the riyal on the lines set forth in the 
following chapter ean definitely make possible « firmly held mte between 
these tvo coins, 

With these principles in mind, and because of the basic position of the 
riyel in Saudi Areble and the attitude of the Government and the people, the 
best poliey will be for the Saudi Arbian Monetary Agency ccting on the 
Government's behalf: 

1, fo bring foreign exchange rates for the riya) under eontrol at the 

approximate level desired before issuing the new sovereign 

2, To dgmue the now sovereign equivalent to « speeified number 

of riyals, and to hold the riyal firmly at the specified rate 
Viewa-vis the sovereigu, subject of course to the above principles, 

Thus the nev sovereign would have « value in foreign exchange in the 
range above recommended, The agency vould firmly prevent it from falling 
below that range by buying sovereigns end/or riyals for dollers on demand 
in unlimited amounts, Likewise the Ageney vould prevent exthange retes from 
ising above the upper limits of the range by issuing nev sovereigna and/or 
riyals, 

The above should be regarded az transitional witil the riyal ean te 
readjusted on the lines hereinafter proposed, 

The key to the program, therefore, is the choiee of the best level for 
the riyal, This level should be chosen with great cure co as to cause the 
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least poactle Aisturhanen, ant should be a rate confustve t- oquiltbeinn, 
th feoving criteria ply te a ale of te ev 
ts Tt should be as near as proctienbie to rates prevailing 12 
| the recent yest te wich the publte are eneustoned ant to 
which the country's econ ay has beoune adjusted, 
by 10 desmbete os Métlhe wailswalllé an possible be any shange 
in the ollver price thet is new forssceable, 
oe should be a Jefe which the Agency vould be able to wefne 
tain, wadject to major changes im the xterm] or internal 
value of silver, 
d, Tt should have « conventont ratio to the nev sovereign at 
the reccumonded pange of 110, 40-821,00, 
@ It should as far as practicable fit into o progran of sub 
seqaant readjustment of the ellver and uimer currency, 


Seouit maleg 

The your procsding July, 1942, sew umamua) stondiness in rlynladoller 
rates, In the secon! half of 19S] middle rates averaged [3,54 per deller, 
lets, about 3t14, In the first half of 1962 middle rates averaged 529,726 
par dollar, 400s, about 3126, Seginning in late June ef 1952, however, the 
riya) roee in valve to ne high as 9109, say 3.40 por dollar; and in the three 
months of July, August ant September, 1952, averaged abcut 3111 or 3,50 per 
dollar, 

The following table chews monthly rates fren July, 1981: 
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The strengthening of the riyal in the past summer wo due pertly te the 
wonrcne) demand of the pilgrimage, ‘the demend for riyale during the pilgri- 
age vas ageraveted by the onallor than usual use of rupees, vhowe we in the 
countey the (overnment bad restricted last fall, and of Sgyptian notes which 
Were less word boouu-e of uncertainties in kept. Another faeter may have 
been inability to digest the lerge wpply of dollars accruing to Saud! Arabia 
am also te Kinalt from oi] experts, sare of whieh see to have een eonvertad 
into riyals. 

Jeevanes of $2 million of newly opined riyels dagiauing in early Cet 
ober should wing lover rates, ‘Theos riyals should all ortye in aud! Arable 
by Jamary, 1953. This fretor will be aided hy ‘he sonconal slackening of 
demand and by seme qpoculative Liguidaticn, The mov gold covereign alec will 
be a mubstitute for some rials once it 19 well-established in the oireula 
tien, extept to the oxtont that {t fo substituted for British sewereipna, 
Rxpootation of a new an! lover tariff bas heli beck imports and if meh» 
terdsf materializes frech orders of goods may bring out riynls now held by 
narchants, All of thes: factors the Ageney need: t veigh in determining 
ite rate polley, , 

The recent and prospective course ef rates argues for ehofes of « level 
in tho approximate range of 3,50 to 3075 por dollar, {+e,, 311] to delbh, 
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Yer well over « year the riyel has departed but slightly fren this range, 


Ui ils ws eal I 


Fron Cotober, 1951 the New Tork sflver price we $0.60 wnt! May, vten 
At fANL te (0.82 J/k, Since Puy 24 vp to Octeber 1 tt has boon 50.09%. 
Sineo the riya eontedns 34375 eumons of fine allwor, tte bullion partty 
at (0.69! is 10,266, This corresponds to [R3.50 per dollar, ani to a mar 
ket rate of 311], The riya) fo now approximately at {ts bullion parity with 
Kew York and also Sentay, a rather wnocenon aitusticn, 

Experiences shove that there {s little risk of smuggling riyals out of 
the country vbon the riyel im not more then 10%elS% below bullion party, 
Thus if the present silver price holds, the rfyal could fal) by 10% from 
B11, even te 3:18, without much risk of aeugeling, 

No onecan safely prodiet the future price of silver, The most practi- 
cable ssmumption for purposes of the Agency's pearetern operations is thet 
the price ie mot Likely to rise above 90,90}, since above thet figure Aner 
{ean production new seld te the Ui. %, Govormont would come ote the market, 
and perhaps also certain Anerican Covermment silvor} end thet ne drestic 
fall from tho prosont leve] is likely unless the general eeoncmic situat!en 
substantially deteriorates, In sbort the Agency ean base its immediate 
policy, but of course without comdiment for the future, on « price range 
of about “0,810.0, 

Wat of the Bombay silver price? nti) March, 1952, the Pembay parity 
ruled hivher than lew York, Yet there waz m evidences of appreciable mug 
@ling, “ineo the bresk in Indian prices in March, 1952, the Intian parity 
has been below that in New Zork anf is currently equivelont te about §0,2f 
whlch fe about the riyal's present value, Jlenes there is mo neod t werry 
about Bombay, 

‘he feLiewing table shows the relation of various raves to the kev Jerk 
Silver price: 
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ha above figures show that thare is me diffienity about chooning a level 
betweon 31] ani lhl, ie., 3050 and 3,75, provided that the ai lver price 
remains mubetantially unchanced, It also shows that 3.75 would be all right, 
though witheut any margin, at [0,685 but night be teo low a level at $0,%, 
Any value for the riya) below 3,75 wold run the risk of some wimgeling if 
Silver pore to $0, £800,90, 


Roamibility of maintaining a rate in the renee ef 361) to 31leb 


With SN$2 million newly coined riyale either arrived or in course of 
shipment, none of vhich had been loomed prior te October 1, 1952, the Agoney 
has powerful meane of meoting the demani for riyale at the initial rete 
chosen, If, for reasons already stated, this oupply doos nt seam adeque\e, 
additional riyals ean be ordered, ‘ven though the riyale are toowed « Little 
below cost, the maintenance of # level of exehange fewer ble to Goverment 
sale of foreign currency roverne brings advantages which vill mspeh more then 
offvet the loss on issue of new rtyals, Besse of this situation, the Cov 
erment rather than the Agency should asoune any loos on isons of new riyal 
oodna, 

Only experiones will tel] how many riyals ami Saudi Arabian sewreigne 
will ba neesscary to supply the country's needs ot the lew) of exuhanve 
naintaine’, As to sovereigns, total ariers are two million, all of hich 
are due to arrive in Goteber, 1952, Issuanes of thous, as siete’, shold 
be fully covered in riyale unt!] the Ageney is satiofied thet a smaller 
coverace will he adequate both to maintain the ratio to tho sovere!¢n (oub 
ject to eubstantial changes in world prices of gold or silver), ami the 
level ef exabenge chosen. 

Vaintenance of 2 stable and qonvanient rate betwen the now soverei¢n 


ots 


and the riyal, subject te the understanding stated, vill greatly add to ott 
fidence in the nev soveretion, This should lead te mubstituticn of sovereigns 
tor riyale, Dut the afditfon of new soweretpns may be partly offset in ite 
nonotary effects by their substitution fer Dritteh soverctens, 

Gaudi Arabia bas a growing donand for’ nonay, 2 material part of watch 
1s added te capits) held tn the fore ef hoards of eofn fn the abeenee of 
developed system of credit ant Investment, Bepinning tn 1049 Sendi trabie 
has inoue’ a total of $7250 milifen, Th 1949-81 many of there wore amuye 
pled out beeause they vere {caused ge rapidly that the value fol! too meh, 
Sut experience intieatos that wmer oonditions of prosperity ani axpanston 
the country absorbs rivals at the rate of something like 8920 to 40 all. 
Men yearly without disturbance of the rate or of intormal prices, provided 
that they ave paid out carefully as required, 

Gan the Agency prevent the riya from falling? This is not an immediate 
prokles, but rather the revorss--ta contrast te the pos! tion ¢f mary aurren~ 
tien of the world, Frevantion of » fall in value of the riya) ts not otfri. 
ult, Under the Stabiliaation greaent with the \nited Staten, a fui of 
marly $5 million derived from the proceeds cf landelease wi lver supplisd 
during the War to provide private interssts with dollars 19 avalleble for 
purchase of riyals at the equiwlent of a silvor price of $0,725, eyont 
‘his, if the Agency aseumlates an uxduly large eteak of riynle, it oan if 
nocensaxy use thes as security for a credit % facilitate withholding then, 
prowaning that the Ageney wuld not wish te sel) then, 

The ultimate solution as @iseussed tn the fo) lowing chapter ir the ree 
aljusteent of the rive) and substitution of a leon expensive co'n whieh the 
Agetay vould firaly salatais at a fixed parity with the ‘wud! Arabian sover 
eign ani at the level of apehange horein roecarended, 

Matte cf the rive) te the pew eoverien 

In the preaeding chapter {t var ahoun thet the new sowereicn should 
have a range of value tr foreten onghange of about $10,60.002,00, 

A patio of ba) hatwman the riye and the nev gowerelen has long bean 
AH rqunved in Saudi Arabia, If this ratio can mubstantially meet the other 
criteria herein set forth, aml if it is clearly unerstood thet {te maintenance 


is mbdjeet to there baing no suvstantial change in world prices of gold or 
Silver, the choice of 4C=1 would have the preat advantage of macting the 
Preferonce of the Ceverment and the public, 

Mt On) the riya) walt have @ value of 0042654002754 ‘hoes values 
correepon! to a range of 311/-3:17 par dollars If the rlysl is not betcht 
to this apprex'nate level, a etic cf 40a), would give too high a wadue te, the 
ROW SOVERS! My Soiie, about $11.40 at the level of about 3al viich existed 
about October 1, Nenee unless the riyal ir brought to « lover level the 
Patio of 40-1 is too high, 

Relation of the rate to futare currency reoreaniaation 

While the Coverment has yet to decide about currency measures to follow 
{sguance of the nev sovarefyn, it 1s important that the rresent decision os 
te the level of rates should fret litate future monetary policy, 

Ones the new sovereien io successfully introduced, tho next noasure 
should be to prepare and igoue ailvar ard minor cofns on a docima) basis, 
Thir will involve acquiring silver for new coinage, either from the market 
or from riya) stocks, Tt will involve withdrawing riyale from elrewlation, 
first for reeotnage and later probably for sale as silwr. 

Cheloe of a severeigneriyal ratic of 40-]1 would greatly facilitate s 
later Poadjustnomt of the riyal, if it proves feasible for the Ageney te 
maintain that ratio, Such readjustment fs discussed in the next chapter, 
Aloo that patio {f it cat be maintained for 2 moderate time wuld permit 
revaltiing the girsh at 25 to the riya] or 1,000 te the new sovercion, as 
diacuseed in Chapter YI, 

It {6 not easy to foretes the effets of much monetary reorganisation 
on the internal value of the rival, "hia ocin might attain some sonne’ty 
value as it {8 Wdthdzaimeethongh Jte value is not Likely to go meh above 
ite bullion value, ‘The Apeney may well be « seller of silver, since with « 
fiduelary eoinaye lose silver is likely to be needed in the eirowlation, 
Hance the Agency should avoid bedng put in a position im watch it would be 
called upon to ty an unin ascunt of rials at prices above what {t could 
realize, 
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Por rensom stated the choise as te the riyal's Lowel ean be narrowed 
to the range of 3ell to 3116} per dollar, t,0,, about $0266 amt 00,267 ree 
spectively, ‘The higher walus almost exnetly corresponds te the preset 
parity with New York witver at 00,03! (about 312), A value ateve 10,206 
(3912) would be out of line with exchange rates in the past year, In fact, 
341) has rarely been exeseded and then only briefly since 1%5, ast since 
1947 this level has been renahed only during the cumar of 1952, At 3:1) the 
Government would realize less from its foreign currency inome, There is no 
convincing evidence that choles of a relatively hich lowe) would bring any 
material price decline or add to the affective buying power of the muss of 
the people, These alna, rather, should be sought on lined cthor than our 
reney Ranipulationsety providing stability in exchange, a convenient surreney 
interebsngeable without cost, readjurtmont of tariff duties and inprovenent 
of qustons administrations end by ineressed production, 

On the othar hand a figure below $0,267 (3:15}) would run Late the rink 
of outward amggling of riyals, ‘the riyal's value ot thet figure fo abut 
Th velow ite value at the Now York parity, with eflver at $0.09), In case 
the silver price should rise to (0,88, the promiue on amgy]ing would be 135, 
Rates around 9:24) axl 0 price of §0,80, hovewer, did not give rive to appre 
Cishle mugeling in the first half of 1952, 

I faver the fellewlngs 

1, To bring the riyal to the range 3414-3116 or 3115-3127, dopending 

on market reactions, The spread would be twe qirsh, |.0., adcut 
1S above or below the middle rate, The figures would ber 


aly 
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2, To give the nev sovereign a dellar value vhich, depending on the 
deciston as per paragraph 1, vould be '10,SO010,88 oF $20, 7$uH1100, 
At 820,60 the bullion parity vould be about 145,00 per fine cunce, 
and ot 122,00 i would be about 4by75. A owed of 145.00miuie'75 
for gold te wet likely to te resehed ahert of var er revaluation 
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” “The present riya? hes served Saudi Arebin vell in tho past, Out for 
peapons already explained (coe especially diveuselon of defects of the ayo 
Wee in Chapter 1), {8 cannot be relied upon as & stable oloment In the our 
reney systor, Creation of the Vonotary Agency gives Sau! Arabls mach! nary 
for Acing vast 18 rosonebly practleable to steady the riyal, Dut baemoe 
the riya) is 2 "full veight” eilver coin, there oan be no assurance as to 
how long the Agoney can bold it stable, 

Tewuance of o new riyal with smaller silver content is the only wey to 
teling the riya) within Sendi irabla's control, 10 ts the only wy to pro- 
vide a syste of coipo of convenient denominations thet ere freely exchanzo~ 
@ile anon themoolves ot fixed rates, vitheut cost te the holder, The Agoncy 
wil) then be able te meintain fixed rater by adjusting to the demand the 
@artily of gach coln in cirenlotion, the Agency alse will be able to pree 
wide for convertibility inte dollare ot vtable rates, 

Vurtharmore the Agency oom rake the nov riya] interchanvesble at par 
with the prosent riyal oo long ef there fs no major change In the world 
value of silver or in other beste cemiittons, ‘This wuld greatly fac!!! tate 
the transition te the new aysten, The Ageney, hovever, camot be required 
te keep a fied rate for the old "full weight" riya], though It can of course 
do much te minintre Mucturt' one, 

~The wee off ofliver cofnn with a monetary wolue stetctly nelntetmd above 
thelr lullfon valve to, in ny opinion, consistent vith Saud! dvwbian prooe 
deat wai tendttion, As to progedent, thore are the girth colon. Thome have 
& fixed valne of 22 per riynl, tut are node of bese metals, Decnuie thet 
valve do sustained by attutnent of quantity to the people's needle, thoy are 
Gaahangvadlo for piyads st equal value, This stturtlen door vet differ tren 
lasuli stver ecins voce value wuld nit be affected ty their silver oom 
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tentalike the present riyaleebat upen the quantity betne adfuoted te mations] 
Tequirenants ent upon free eonvertitility inte old er foraten exchange at 
& fined par and without lose te the helder, ‘hms Like the present qirsh coins, 
they wuld meet the requirement of exchangesdility tnt thins of equal value, 
im egeordance with aberia laws 

Tesunnes of sueh aflver coins wuld mt be debasenent of the currency, 
The teru “debnsenent” properly applies only vhen » country hae an’ mafnteins 
© Gyoten of tie Cat peas Caveat potenstiy ly velghy Cotas & silver stem 
dari, and pute cub nev onine wih « mablor ancunt of Wilton an? Yoon te 
dertakes to ekeulate thoon in wrlimt‘ed sceunte as equa) to the eld oetne 
in power to uy goods oF pay debts, llothing Like that to contemplated in 
the proposed change, Rather the now eoins wuld be Limited in ancunt te 
the needs of the cirenlation st the agreed parity, and would be held fimay 
at o fixed rete sbeve the value of their metallic content, by free conver 
tUbdlity ob par on demand, The content would net be of practical impertence 
te the people using the coins os money any more than fe now the value of 
qireh as notal, 

tut regardless of the shove arpunent, it nay be reealied that the riya) 
was roocined about 15 yoars ago and lightor weight coins substituted for the 
former large coins, This was justified by Mis Majesty's power to take im 
portant actions that are clearly for the good of the Kinglom, itis Majesty 
was then able readily to reconcile the sotion with the country's traditions 
and lav, ‘The currency ehenge mw proposed is certainly no more drastic than 
the former recoinage, 

voreever, even under the present ayvten the riya) 4s samwttines abow 
ad smotince belov the value of ite silver content, These variations re- 
gull fren cued emngo> as nstasce or mnmiaauance cf meulpvooind rps 
@angss in forvign prices of silvery saloe of fore! or currencies) restrietions 
on emport of eon uni Use extant to xhidh gold sovereigns are put tte 
rite ree . | 

Vor the wove rupcns It poms clanr that the pavposl ge ean te 
ustifiod us 0 matter of law and precedent if Hie lajeoty cesides it would 
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Won obeud the chance to the nev ourreney taste to rade? Curreney 
chang ears imlvorssee torch and frtetion, amt the ccutry cam ata 
th chance best stan {t 4s presparcus an! the net!oma) rewemes era Meh, 
Purtherssre the nonatery aysten Ss nev fatrly stenty, Tf the change fo te 
be wade, it is better te act while things are pofny wel) than when thay are 
going badly, ®efs, Woon the value of the riyal ecmmt te held steady as has 
hapremd in the past an! my happen aga'n if m acticn is taken, 


Tmes_of currenay read ivateont weed ia countries vith similar prcklam 


In the pest hundred years most of the world hes moved from o bieetal Lic 
Syater of gold and wilver, er some type of aliver standard, te systems bused 
upen geld, the experience of these cowitries gives valuable guidente as to 
What to do and what tot te de tm affecting currency reforms, ‘he countries 
Views experience | analysed vere based on silver primarily though some of 
then alee nade some wre of gold at varying rates, ‘The main typos of reforr 
wood in shifting te 2 cold basis are analysed below: 

1, Curpwney contraction, This method consists 4a etopping isquanes of 
new money ami vaiting for grevth of population ond of business activity to 
reise the value of the coin above {to bullion value by reason of afi tional 
demervi, Moteble oxamplee cf thia wothed were the lidier reform of 119398 
am the Straits Settlexmt reform of 1907.06, 

Tn 1893 Iwiia closed {te mints to the free wotnye of ni lver when the 
@xehenee value of tho rupee vas about 15 pence and ity ailyer erntent wan 
Werth about 14 pence, tw partiy to this measure the price of silver fell, 
Go that the silver in a rupee vas worth only about 10 neneo, The eralanye 
value of the mipse fll to about 2° paneey ant thon gradually rose to 16 
penee, vhere it was stabilived ot a lewel wel) above bullion parity, 

‘The Straite Settlenents reform war similar te that of India in ita un 
Gerlyine principle, lat te axmention win net very yood in thet thare war 
Galay ant hesitation tn fixing the new exghangs value of the currency, 

This methet of reform Le certainly mt advisable for Sow!) arabia, 
Rupert ovinion ponerel ly agrees that this pro odum, ubict raicae the foreign 
@uadanes value of the currency ani donresres prices, omen much need Lone 
hardahip ami divturbunee te a cousiry, in damdi arabia’: eno thes» wuld 





be species objections, < samy riyele bare beer colmel, aml ac many mtght 
come cut of heals if thelr value roeg, thet me ome eauld tall bow Long st 
would take te raise tho value, Sosides the value of the riyal ‘or same tine 
hae bean mostly elow ite bullion value in foreign markety, "e aaoure apsinet 
Belting or expert of eine thal monetary value would have & be raised, net 
nepaly above the present bullion equivalent but above the equivelent at eny 
likely higher price of silver, The priga of liver wight go wall abewe tte 
prevout level, lence this type of reform would aeer raising the riya] te well 
above 10.30, sued agtion would have seriou deflationary effects, Also it 
would cause difficulties in Govermmant finenes by reduaing the number of 
viyale realised from sale of ferelyn ourrency, 

2. Lixdes sate omehagee 2ale gpl ramp’ gab li tution of pow for eld 
@iEen. Whore this petied was usd with sucoven the (ovarmzent er the 
hanks have held large amounts cf the old silver coin and « favorable silver 
price bas helped the refors, Good examples of this method are the reforms 
of Jopan in 109796, ef Nextgo in 1905-07 and of China in 1995~26, 

Japan's procedure was (1) to adopt a now gold yen unity (2) to redeem 
the old silver yen in gold at par, which was a Little above the yen's Wl. 
Lien values (3). cal) tho oflvers and (4) to dso new etlvor coins of 
1/2, 1/5 and 1/30 yeu beved on tho now gold coin, Jepen vas able ty do this 
Doth beeanse it held a large fore!pn currongy reserve ant because the naxi~ 
mum ancunt cf old silver coins that wight be prosented for redemption in 
gold vas pretty well known, Aided by a rico in the silver price the refers 
ws aocot, lished vith success, 

The Mexican aml Chinese reforms vere carpied out umler ddely different 
@omiit‘ens ut had many foaturea Ln gommen, In beth canon the proeeduye me 
to fix a value for the new currency in gold or foreign exchange, to onl] 
Gilver reserves api oubst! tute revere of gold ani forelgn curreney, to 
withdraw and gal) ad sliver goin, and to Lague avv colne amd ade! thonal 
paper woney based on the nev standart {a plas of the oliver o‘ny withiraw. 
Vamos reeoimnd ite aiiver ant ale Lé.wod gold eons and pald cartifientes, 
China subst tated nioke2 coins amt bask notes, ‘the silver rive that facliie 
tated Hemton'e petorm was dus argedy Wo howry Imiiam aytay 0! ovary In 
hina's guse We rive was omumad by Lowry aries Uy Wh wae nas 
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te raise th ollver pricos and th risa bad the dewtle affect of easing 
China te give wp the ever standard and aking {tpowuthle fer China te 
sel. ite etlver at geo! pricos ani thus ertabitah eurrency reocrwee of gold 
and foreign exahangs, Roth of these reforns ware successful, ‘They wore 
earried through promptly and caused a minimus of disturbance onse they vere 
undertaken, ' 

Ths geneva) type of stlverstentand reform ia the most deatreble tape 
vben condi tons permit but @ prompt readjustment on these limes is mt now 
yreetiontle for Sanit ivubia, First is the fact that the Oevernment and people 
ape net new prepared to laps ich & change ixpertence vith the transitional 
plan wader viich the now sovereign ant riyal are linked at 40-1, subject to 
substantial changes in world prices of gold or silver, ‘8 necessary before 
a further step is feasible, later vhon the Kenetary igeney hae shom by 
actual operations that it can maintain a more stable monetary situation, the 
tine vill be ripo fer a more fundamental change, 

There are several further reasons why « quick change te a new riya) is 
difficult: 

(a) The Covermment ant the banks de net held a large proportion of the 
outotanding riyale, which could be erlineted and recoined, though there are 
pene holdings of riyale in Myadh, There is no note issue and hence no hold 
ing of note locus reserves, 

(>) The oxfeting amcunt of riyale in the country ie not known and con 
not be approximately estimated, Total eolange ineluding ordora placed in the 
surner of 1952 I4 1270,5 million, Put large ancunts have beon exported or 
melted ant no ono can ay how much, Seesuse the ancunt of riyals existing 
cannot be kn wm, ani beesuse of the uncertainty of future silver prices, it 
would be vory risky for the ‘overnmont to underteke to convert riyals at 
rates (iffering wach fron current market prices of silver, 

(e) Large amounts of riyals are held by businesses as working espital 
ard are hoarded by individuals, TN in ISCiouRS fp teh dn atmate to vent 
extent people nay contime to hold then ani to vhat extort these would be 
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Indies and the Philippines, 

| “Wn 1877 the Wethorlands Rest Indies adopted the gold wtanterd haved 
upon Chreulation OF Muteh mold cetnace, and the ext rting sfver and copper 
Cotins of the Titel ware tind to gold at « fixed rate, Mut a lenge part of 
the afreulation consisted ef Spanish, Maxtean and ether sflver oot efron 
lating at thetr bul }ion yelue, The Covertment pormitted the latter oflver 
te strowlate in Smatre and Borneo fer nearly 30 years beearve tho people 
beth preferred it and used it extensively to finance trade with nearby sll. 
ver standard countries, A further reason wo the fact that during root of 
thie period silver was depreesating, an’ payment of loos] wages and other 
empenzes in ailver wac of advantage to producing eomenies, Yeamhtle, the 
goverment contimed te accept aflver at about ite current market value in 
payment of taxes, though at 4 omall discount in order te disecurage ite use, 
Finally when nearby countries, especially the Stratts Settlements, had abe 
antonn silver, \t was withdrawn from circulation in the Indies, 

The Fhillppime ourrancy reform of 1903-05 involved fixing a nev mit 
@qual to half the American dollar amt issuing a new Thilippine ecinage of 
silver and eoppor, The nev goins vere based cn the gold~anchangs standard 
singe po gold coins were iowucd, The value of the new fiduciary colu was 
palntained by Limiting the quantity to the moads of the eireulation at the 
Jovel chosen and redecming them by drafte in american currency; an’ was kept 
frem rising by provision for Lowulng additions) coins loeally against pay- 
pent in Averionu currency, 

There was diffiewlty iu introducing the new wonay beoause ite value in 
foreign exobange was 9 Little adove the value ef the old Vhilippine and Nam 
iean silvur ovine that hed Jong been circulating, the old money weat ax 
far a6 the new in purebases 11 legal markets, but poople preferred 1t both 
deomuse of Lait aul beeause it was cheaper te cbtain, Te foree out the old 
silver mousy tho authorities proceeded by stages, Mirct they removed the 
Aope) vender privilege, ‘hen they transferred al. goverment calaries as 
weld as al. tamos ant public charger to the new currency, They probibited 
inport of tlvwr gtavlard aoney of ell kiwis, Thay fixed a date after whieh 
the old Philipp ne pcumy would be redeward only as ailver bullion and at mar 
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Whit Fates, Pinally, they passed a lav, effective after several memths, placing 
progronsively {nerearing tems on contracts in the eld memy and ereating 

High Moense ehurpes cn buetness houser an? individuals meking any wee of the 
ld obereney, Ry fixing an advance date people vere civen auf ftetent tine 

to rut thelr affatne on the new currency basis, ‘These nenmures wore effective 
in driving cut the O14 ener, 


“A plan gombintng fosturea ef tho cacend ant third types dover! bed, sbevo 
ta in ny opinion tort oteptad to Sant! Arabia, taking account of present eon 
atten ant the cttitale of the Covert, a puss The preferred plun 
‘a first to stabilise exahange In a given range as alrenty deseribed, but 
without fomeiately inrfuetng a nev at2ver ec insye, later, 23 soon ag the 
sttantion permite, a new silver coimave would be introdvesd, 

hen the time 40 ripe for readjusting the riysl, seme paried of parallel 
cirevlation of the old ani nev riyale Wil) be necesmmry, This nicht be in 
one of tw forma, The first would result if there fs no mbotartial chance 
in world prices of gold or ei iver such an would upset the 4M) retto, Tn 
that case new rivals vith oaller allver ecntont om)¢ be mibetituted moothly 
for present riyals unti) they mubatertielly Ateptane the Intter tm the ofn 
ealation, 

The sesond form would be 1f the procent riya) bn! to be pereitted to rice 
in value in terns of fereipn arehance, In that etre the nov riya) shed 
have a different value, which ought te bo lever, ‘Tho mafn @lomente of a 
plan to nest rush a eituetion are ort) ined fn the nection et the ond of thr 
chapter entities, "Atermative nethed of reatturtine the riyel’. rt the 
firet form ia much to be preferred {f world rrfaee of stiver an’ geld permit 
ite edeption, 

‘The feliewing prineiplee ahowld ‘1 ry oninten covere the rend 'motront of 
the aysten of vi}ver eotns, in the light of the fonara) plan elrondy ost 
forth: - , 

14 The ew riya, vith the gan monetary volun 09 tho cli spn bye 
t imaller silver eontent viich yl’ be werth fue valve abe allyer prion wet 


tw -otalr « 


sage aa HAMID per cuneate gluing quit povtostien eaptec' wihtien we 


ampert, 
Ry Foeferably 1% should be slightly larger, te make it rendily dis 
tineuisheble and alse vo oustain evnf idence, 

By The half and quarter riyal cote should heve elighty lose ofiver 
then the rigal im proportion to value, te have « higher me) ting point end 
tims to ctay in etreulation 1f seme waferssueshle ewnt should raise the 
adlver price te the malting point of the riyal. 

ke ‘Thane should bo e Gatiyal evim af the amo silver eontont aa the 
Mmavicen dollar, Ita melting point at the value civen wuld be above 1.29 
par eunce, It would be equal to a tenth of the now sovereign, and £11 an 
important gop in the present systes by nesting the dowaxt for a coin af 
larger dompimetion than the riyals 

Se All these coins should have an incised "seeurliy edge", to prevent 
counter foiti ne. 


Udeer content 

The present riya), vith 145 preins or .34975 cuncos of fine silver, ts 
worth $0,206 os tullfon with oilver at $0,092 per cunes, ‘The riyal's bul- 
lion value has exoveded ite menetary value during most of the past your, as 
show in Chart I7, but mt by a margin sufficient te cause appreciable sumge 
Gling out of the coins, Clearly in a reorganize! monetary systen the riya) 
mot be given « eraller cllver eontent to avoid risk of the coins going out 
of cireulation, ant alee to redues the eort of minting, 

Seoul! Arabia's sl lver gurreney vil) te well protested if its "nnlting 
point” 1s met lees than $1,293, vhich fe the melting point of the United 
States silver dollar, The melting point of cther United ‘tates aflver coins 
ia about 11.38, If the riyal is given a value of abeut $0.27 the new coin 
should contain about 100 praine of fine allver if it io to have « molting 
point of $1,299, or about 93,5 grains at 11,38, 


Aids we cht and oomoniilon f mew «ive: cdma 
‘The new rigal preferably should be a little larger than the old, If the 


fine silver content of the new riyal is reduesd, an inerease ¢f olse wuld 
help to sustain confidence, Also a larger olive would permit ready sorting 


Be 


of mized lots, Raving the soourity odge as hereinafter reccnmented is mt 
encuch to fact itabe sorting, be Indlan ree tus a soourity ter aid te 
the sane sise as the present rive) but ef aller valve, bance 4 rupee ould 
be passed off a0 a pow riya) if only the edge vere eamsined. 

The present riyal's digneter ia 30,5054 nillizeters, | mugrost that the 
how riyal coins be about 31,45 millimeters in diameter, which would make thom 
nally distingdabables 

As te weight, an ingress weuld ba unwise beenuss the coin alre.dy te 
bulky, 4 coln's waight imoresses proportionately t- the aquar: of the 
Gianoter, hanes a aedm Jle6s millimeters in diameter and ap thic! as the 
riyel vould weigh about 199 grains, To avoid increasing the we! cht cwr the 
present 180 grains the new eoin aould be slightly thinner, 

If the new riya) aheuld have the see weight 26 the prevent riyal ant 
be 500 fine it would contain 90 greins of fine silver and ite melting point 
would be about 1.43, ‘That would be a cafe figure, as now foreseeable, 

The best allay for the new eoin in oy judguant would be a quarternary 
alloy such as is mow used in Great Gritein, ladle, an! elsewhere consisting 
of $00 parta silver, 400 copper, 50 sine ani 50 ndekel, fut nickel fo probe 
ably not available. int experts advise Wat a suitable alternative is 500 
Bilwr, 400 copper aud ICC glpe oF pangenese, 

The balf wt quarter riyel ooine nay be the sane sise as at present, 
but 500 fine, Thus their melting point would be slightly above thet of the 
riyal, They gould readily be distinguished from Uae present coins b the 
seaurity edge. ‘dare is po need te altar the aise te Ustingleh then fron 
foreign eoine thet might easily be substitute, 

The proposed now deriyel coin, of the eave size as the hmoriaan 900 
fine silver dollar, might well have a fineness of 916 2/3, the sume as the 
provant rayele This wuld ein tity empleiaing the mov eoin, Ite melting 
point at the value propoosd would be around tied por cunce of sllwr, and 
tims it woul! be well protected, foasihly Wily should be the first silver 
coin te be igeved on the new basis, 


Swmerr of proposed silver coins end comparison 
Denomination Weight Silver content Diameter Thickness 
1. Proposed eons 
4 riya) 22h 916 2/3 24.0870 38.10 2.84 
i* 11,6638 500 503459 31.65 1,56 
+" 5.8919 500 26730 be 3840 1.9% 
}* 2.9160 500 1.3365 19.5072 1,08 
Tl, Presant coins 
1 riyal 11,6638 916 2/3 10,6918 90,5054 1.67 
+" 5.8319 916 2/3 543459 2403840 1.% 
+" 269160 916 2/3 2.6730 19,5072 1,06 
Waphity of nev goins peeded 


Consideration of the need for riyals must take aceount of the extent of 
demand for the nev Saudi Arabien gold sovereign, 

Ho one Gan aay how many British gold sovereigns are now in Saudi Arabia. 
In 1948-50 Arameo brought in about 10 million sovereigna for its payments to 
the Government, But thet wes fer beyond the country's capacity to absorb 
money and nost of the coins, perhaps os mush as 90% vere exported, 

The nuaber of new sovereigns nesded will depend upon public acceptance, 
and in particular upon how fer and how rapidly they cre substituted for aritish 
sovereigns, With e rete of 40-) for the riyal as announced by the Minister of 
Finance October 4, 1952, and an assured value in dollars, there is reason to 
expect that the Saudi Arabian people will receive the new coin vell as « national 
coin. Substantial amounts will be held as personal end business capitel. This 
will be partly in substitution for British sovereigns, and as an addition to 
Capital funds ea the country develops due to developing oil production and the 
genera] tendency to progress, 

Noderniaetion will gradually leed to increased banking facilities and 
tend to reduse hoarding. liverything prasticable should be done to pronote 
investment in various productive enterprises, rather than to hoard, But 
monetary habits are slow to change, and hoarding of gold and silver will con- 
tinue for a long time to come, 

It is impossible ot present even to guess the quantity of new sovereigns 


~~ 


required, uly mpertence will tall, 
Total cotinace of eflver fs shown by years tm Annex T and may be gummnr 
ined as fellowes ' 
+ ag ame 
1952 (ef vith a portion 
es aS ee 
year) — TA 
TOTAL Bie-4.1P0 SONY 
Only sbowt S225 million of the 1952 coinage hat beon tsmued ae of Cetober 1, 
1982, 

the above totals include half and quarter riyale worth a total of 
Si, million, Dut Sk2 ntLion of these constituted a recent enler fren 
Vexdoe and had et been ismed as of October 1, 1952, It fe net certain 
that there will be e denen’ for all of this reeet onder, 

Cartainly the quantity of riyals in Saud! Arabia is sub telev the 
figure of shout 5R200 million tswved to (oteber 1, 1952, Many riyale heve 
been aomggled cut or nelted. It has been evtinated that 522 or nore uiliion 
nenthiy were being emugeled cut at certain tines In former yeare when the 
rtyal vas at 0 large disecunt ecmpared vith the priep of a{lver in Indie and 
@leovhere, If these figures are correct, and singe the smuggling continued 
for extansive periods, it 1s porstble that the stock of riyals has been re- 
dueed te something like R150 wilifon or even less, While such ectinaias 
are tn the realn of guesswork, the averse per capita holding 4¢ tn the 
abeenes of a census ve vse the nost common population prtimete of 6 million 
nicht be ponething Like PT20iR30 or roughly the equivalent of )S=0f at oun 
rent oxphange, 

Sines the new coins vould tt te fyll weight oflver cetne, they wuld 
not be hoard as extenaively ae the prevent riyuly. tn Gani Arebie ativer 
cotne trad’ thonally have served nt cnly for ‘andatenhand efreulation, tut 
ave held es person) and iusinose onpits amt take the place cf banh tnrcatte 
an other ferme of saving in wore Myhly develcped countrtor, Recent prose 
parity has aided greatly to ouch holdings, seme of which ore quite lerye, 
‘loc nay Piyals are held in Riyadh, 

The half and quarter riyale are not weuel)y bearded but efreulate ac~ 


«Ms 
tively, The fret that enly SRI, mf0fon Of those have been fneuad wp te 
Catcher 1, 1992, tonds to confine that the quantity of riya cotns wsed for 
aetoal hendwte-hent cfroulation ds much lous than the tote) tn the country, 

Power of the nev atlvar colne than the present muber of wtysls would 
be neoded, Undeubtedy many rfyale wi71 conttme to be heanded ater eur 
reney reotpaniention has taken place, he proposed nev tartyal coin, hevever, 

Caly aotoal experiences vill abew the tetel quantity of nev eilver coins 
needed, fut it seees rengoneble to cuses that the per capita chrpulation of 
the nev coins might be in the vance of (R712, The requirements would ip 
ereeno gradually from the cinime over a period of tine, Tor 6 miliicn people, 
the total equivalent would be in the approsinate range of 40 to 70 nillicn 
new riyale, 

ve way chock these figures by ecmparison vith other gountries, although 
it io wory difficult to eumpare per capita clrevlaticn of eilver eoine in 
different countries, Nonctary babite vary, Also the extent ef uso of paper 
currency of mall dencminations differs fron country t country, In Yerpt, 
Sthiopia, Indie, Indonesia and Mexien the per capita cireulaticn of silver 
@oin aecending te available date has been roughly of the order of 0° per 
Capitear It de around twige that figure in the Fhilippinen, 

Aoving fer sbvenge of paper wonay in Saudi Arabia, the above amlyais 
suggoute thet an initial order of new silver coins equivalent to about §2,0 
por capita 18 advisable, A firct onder, therefore, aight be for ovine with 
& Sage value of about $10,000,000 divided epproxinstaly as follower 

eure Apr ieee) age Toluene 
1 seforyees Syren 
Meeyees ete 
TOTAL piby Rn. Rand 
The reason for proporing oo mal) an tnitiad torus of half abt quarter rtyals 
1s thet tote) towue of cotne of sinflar value (} ant ? rial) as ef Cotcher 1, 
1952, te only 5M1,5 afllicu worth about $400,000, 

Arrangonents shen) bo nade for prompt ameeution of orfore place! dtmad 

for naling wititore? eflver an! pine cofns te neat further tenant os tt develope, 


The demand, as state! above, might call for a total of thece coins worth 
fdeb4 million in the pot distant Mture, 

On the basis of ths fine sliver content ef oolns new coutamplated, the 
evet ef such an onder of coins vorth $10,076,000 vould be about $5,500,000 
with silver at 60,09) par cunce, 1% would require about 6,600,070 fine cunces 
of silver, Hanes the grove soignerare profit wuld ' about 14,500,007 and 
the net oe! pnorage ab-wld be over ALi, 

tiadntenanee cf purity of the pew seine 

the basic wy to assure that te coine renain et parity und neither rise 
above er fal) belov the value set in terms of foreipn exahange {9 to adjust 
the quantity of each kind of eoin te the denani, the Konetary Aganey will 
prevent sn inerease in value by iseuing more coins when required, i.¢., when 
their value tends to rise in terms of foreign exchange, In that case the 
public will seek to buy riyals fron the banks, ant the banke in turn will 
gone te the Agenay, (mn the other hant, if the value tends te fall in foreign 
exchango, riyale will be presented te the banks and by them to the Ageney, 
voteh wil) sal the exohanse and vithdray the rtyals fren efrewlatton, The 
Ageney thas will regulate the anouxt of noney needed at the fined leve) of 
fereten axehanne. 

To do thie the Avenay needs 2 reserve, or regulator funt, ‘the firet 
seurce of this fund ie the seignerage or the ancunt by which the value of tho 
coine as menay exneeds their erst, (n the beets proposed this fun! will 
amount te about 40t of the value of silver coins iemed, {f we ase that 
the price of silver remains at (0,83/ per ounce, 

Tt tn moet unlikely that the Agenay will need to tse as mich as 40% to 
redeen coins prevented te it, long before the 40! would be used up the cin 
culation would be eontracted so thet the value of the ramin'ne calms wuld 
rise, Dut in the early pertod of monetary reorgenination there might be 
some tendeney of peuple t eal) for reder;ticn witi] ther are gure thet they 
can got full value for the nev eoine, ‘There are adequate means to most ary 
mech denend uieler the jam prerosad. 

There is the ‘tabi ieaticn Fund ef nearly §$ wiliion ect up by agreement 
ith the imarioan Covermoent,, ‘thie fun! may be wsod te buy an held Sextt 


Arabian adver coins, figured at a price of 0,72) per ounce, Thin fund 
further buttreseor the currency, 
Mrally the Ageney eculd berrow against the silver contained fn cofns 
banded in fer redemption, and thus find if necessary enous) additicnal funis 
to redeoum preetically the entire tacue—te take an extreme ese, 
tnes the new eurrency {s firmly established the nov syaten shuld verk 
moothlys Te vill be of ected lua to provide the exten encunt cf senay 
whieh {2 needed at the tine of the pilgrtnace, The pilgrims wil] sell for 
eign exvbange fer Ioeal curresey te moot Uetr expanses tn ‘andi Arabia, ‘the 
ponetary etresietton vl then expand, After the plilerixaye the surplus 
money vill ecoe bask to the Aconey, vbich will then withdray 4¢ until 1% ta 
again meted 05 ovidensed by 0 tonduaey of qubange rates to Fite, 
Tho reserve also will amble the Agency to withdraw lecs] cwraney Lf 
ah cane futere tine there might temererily te 0 lessening of tustnens pe- 
tivity, Gos, in cace of & slump in world demand for of], The Goverment 
should build wp ani lodge with the Agenay a lerge reserve against this eon 
ingeney, Furthermore nler present intertaticna) gontitions the Ageoey 
should hold a sigeable reserve which vould be avelleble for use in eoping 
with disturbances due to war or threat of war, 
cwmarising, the reserve fund would be ereated as follewn: 
1, ly the Ageney inguing all the eoine for their full monetary 
value, and setting aside the amount by which rese!pts axosed 
coat say ACh 
a. By we of the Stabilization Fundy and 
3. Dy dorrowing against the ailver center! of coins presented 
tee potenython, if neseerary, 
; The rosurve fun! wad be a trust fami to be earmarked only fo ty fem 
lowing purpoees and mone «thers 

1o Fegan of daatto ani/er telegrephie wyneturs to reinen 

ead my fo See Ts wn ciel ape 

a “onto xing mam od egg 18 Sal Arbing 

The ooceve weld be held in the fore of gold here ant Saud Arabian 
014 eoine in the Agency's vaults ani/or abroad in banks of Nigh etandin, at 


— 
A 


ohhe 


the rate of 035 per fins omnes; or in deposits in banks of high etamiing tn 
New York, 

A table containing a calewlation of reserve for different enounts ef sil~ 
ver coing issued ir given as Annex Y, 


Utermbive nethed of reed inating the rim, 

If as is hoped the irtyad ean be held stondy at 40 to the mew geld sovor- 
eign, and at about 40.27, the eurreney plan above vot forth will be tho sim 
plest ani best, Aut {f before that plan 49 put imto cporation there should 
bo major developments that move tho value of the riyal, such as a rise in the 
ailver pries, changes im the plan will become mecraeary. 

Im that once the Covermant could inoue a new sliver ecin valued at oither 
1/ipth or 1/50tb of the sovareign, To facilitate imtredueing mach a coin, it 
should have a valve definttely below the value of the riyal at the time or 
its progpective walue. ‘To eboose » higher value would mate it herder for the 
few money to gain aeceptance, beeause of having a snaller silver eontent, 

Chefes of a rate af 1/50th vould provebly be better then 1/40th, the 
Goin then would be an entirely new one, te introdugtion vould be oasior if 
the old riya? could be held steady at a rate bearing # sitple relation te the 
new coin, owh am five riyele equal te seven cf the new goin, or two equal 
te three, 

Tf the readjustment han to be of this type, « fairly extonied paricd of 
transition with parallel cfrewlatton of ‘eth hinds of eofne weld be neces 
sary, ‘he “overnment should onecuraze tn covery pranticable way efrevlation 
of the nov vin and, after (t ts will aetabltehed ‘n the neopets eomtidence, 
commence proseure ayainst wee of the old, During any period of parallel ef 
Watton shops could be required to publish the rates at whieh they wil) ae 
capt both currencion, to prevent miounterctanting an will as 00 prevent 
Aiserinination against the nev cotns, Aso the ‘overmmant could fix favere 
able rater for sesaptance of the new eoins for taxes, to enevurnge thetr ue, 
Pinel y vhen the new ¢o!ne are in preponderant wre there might be special 
Goerintnatory taut on yurchanet am! onlee tn terme of the elder ontne, 


way } 


VI, READMUOMENT OF MINER COTNARE 
toaye te : at ; 
the qireh (1/22 riyal) ant ite cubdiviatons are represunted by the 
¢ v - . 


1 gingh 5.5 Mie % 1.488 
23 
25% » 





Tote) oainage of these, which vere made in 1947 in the United States 
Minty ans 
Biro Value lpuriyale 
i gira 7,150,000 SRIZS,000 


The vate of 22 qirah per riya) i» cdd and ‘nocnyontent and as soon oa 
practicable should be changed to 25, this would involve # slight deprecian 
Hion of the qirsh, but this would son be accepted and wuld cause Little 
disturbance, “ineo no iadivicual holds muy qirsh cola, no one should gulfer 
any approsicble loss, — 

This change, If in che meantime the rave of 40m] ‘5 maintained between 
the riya andthe nov sovereiyn, vould make 2,000 qirsh oqus) one sovereign, 

‘ha proven quautsty of qLrit coiae Le Anelogustey and In sono plee-s 
tay have gene to a prwmdun over 22 par FlyWy Los, MolB er 29, at tines 
of peak dana! far mney, Hore girth and iqiiah eclma are Deeded, espostally 
AE the value in te be enivond, Thy ¢ qhrah cots d+ in om) demand ant not 
‘nay nove it abe abt sated, 


If nickel is obtainable for coinage of cupro-niekel coins like the 
present ones, the change to the nev rate of 25 per riyal would be ensier 
if the new Goins vere exactly Like the old, The public would aseept the 
change nore readily, But coinage of the quantity recommended belew vould 
require about 64,500 pounds of nickel and since nickel is subject to allo- 
gation it is doubtful vhether this amount eould be obtained.” Also about 
193,500 pounds of copper would be necded, and copper is scarce ond subject 
te allosation., In any ease alloontion vould wean considerable delay, 

If nickel proves wavailable, there is « choice between ecins of (a) 
aluminum alloy, and (b) chrome steel, Both are durable and mke attractive 
Coins. Many countries successfully use alumimm coins, Chrome steel ie o 
newer alloy developed by the United States mint authorities and vhteh they 
consider makes good coins, 

Assuwting nigkel is not available, I recosnend using chrome steel, It 
has the serit of being heavier and more similer in appearence to the exist- 
ing qirsh, 

If chrome steel coins are made, they should be of the same size as the 
present coins, If, hovever, aluminum 1s used, the colna should have the 
seme diameter as the present coins but should be somewhat thicker because of 
their reletively light weight, I suggest for the qirsh coin « thickness of 
approximately 1.9 to 2,0 millimeters, or about « third greater than the present 
Goins, The exact thickness gould be determined on the basis of sample blanks to 
be approved before the order is manufactured, The Italian eluninue-magnesiue 
manganese eoing ore attrective and durable and 1 would favor we of « aim 
ilar formila for nev Saudi Arabian minor eoins if meade of aluninus alloy, 





@ The enloulation of welghte based on the quantity hereinafter recomended 
is as follova: 
Grams veight Total weight 


ime ke 
TOTAL 


Tae hae a Ot eaten Sy tp CN ahead eat 


-hle 
Ta any case the oxisting dies can be used, 


Quantity needed 

There 1s no procent need to replace the ox! vting eurroenicko) qirsh 
coins, This eculd be considered later in crder to make the efreulation 
uniform, (ld and new ecins could eireulate interchangeably, and the Saudi 
Arabian Monetary Apeney could maintain then at par and adjust the quantity 
in cdreulation to the denen, 

I puggest omlering in the first instence the quantities and dencmina- 
ticns stated below 


Denminetion § lhmbercfeccimg © alue in rivals 


1 qirsh #,000,000 R320 ,000 
{ " 6,000 000 160,000 
" 5,000,000 50,20 
TOTAL SR530,000 


Such an order would inerense the present total cireulation of about 
SRE1S,000 by nearly 60%, It showld auffice beth to meet the further need 
for qirsh coins ant to hold a lower rate cf 25 qirsh per riyal, 


AON J 
SAUDI ARABIAN COINACT 


(Data for 1936-50 inclusive are from the U.S, Mint anmual reports) 


I, Silver 
Year Total Cumulative 
1936 2,500,000 2,500,000 
1937 3,000,000 5 500,000 
1938 1,310,698 6,810,698 
1939 389,302 7,200 ,000 
1940 1,000,000 8,200,000 
1941 Na 8,200,000 
1942 NA 8,200,000 
1943 NA 8,200,000 
194d, 30,000,000 38,200,000 . 
1945 17,000,000 55,200,000 
1946 (a) 10,288,000 65,488,000 
1947 (b) 14,712,000 80,200,000 
1948 3,300,000 83,500,000 
1949 60,000,000 143,500,000 
1950 nil 143,500,000 
1951 50,000,000 193,500,000 
1952 (c) 77,000 ,000 270,500,000 


(a) Includes 500,000 in + riyals and 500,000 in } riyals, 
(b) Includes 250,000 in + riyals and 250,000 in + riyals, 


(c) Includes 1,000,000 in + riyals and 1,000,000 in + riyals, 
The 1952 figures also comprise 25,000,000 riyals ordered 
in 1951 but received early in 1952 and 52,000,000 riyals 
ordered in 1952 whose delivery is not likely to be com- 
pleted until January, 1953, 


TI, Minor coins 
The following cupro-nickel coins were obtained in 1947: 

Nun!) Ya), 8 

1 qirsh 7,150,000 5R325 ,000 

qirsh 10,850,009 246,591 

girsh 21,500,000 244318 

TOTAL SR815,909 

III, Gold 


As of October 1, 1952, the following Saudi Arabian gold sovereigns have been 
coined or ordered but not officially issued: 


Number 
195) 1,000,000 


1952 
TOTAL 


In 1945 and 1947 orders for 91,210 and 121,364 gold discs respectively were 
executed in the United States, 


V, Place of minting 


In 1944-49, 720000 riyals were ordered in the United States; in 1949, 
20,000,000 in Enpand; and in 1949-52, 157,000,000 in Mexico, 


ANNEX IT 


BRITISH SOVEREIGN AND SOVEREIGN.RIYAL 
RATES OF EXCHANGE AT JIDDA, 1945 - 52 


Source: Netherlands Trading Society and Banque de 1'Indochine daily records, 
except that sovereign quotations to April, 1947, are from Aramco, 


British Sovereign, George Head British Sovereign, George Head 





In Riyals In U, S, Dollars 

High Low High Low 

~ 1945 
Aug, 15 ~ 33 61,00 57.75 19,00 19,00 
September * 63,00 57,50 21,00 19.00 
October 66,43 60.75 21,00 18,50 
November 70,00 65.43 19,00 19,00 
December (HI 67,25 19,00 19,00 

Year 1945 
from Aug, 15 71.25 57,50 21,00 18,50 

1946 
January 71,400 70.00 19,00 18,00 
February 84,25 73,86 18,50 18,00 
March 89.00 79.50 20,00 19,00 
April 80,75 72.36 20,00 19,00 
May 74,250 66,75 19,00 19,00 
June 9,00 66,25 19,00 18,00 
duly 68,68 61,50 18,00 18,00 
August 63.75 62.00 18,00 18,00 
September 63.25 60,00 18,00 18,00 
October 67,50 60,50 18,00 18,00 
November 67,00 65,00 18,00 18,00 
December 69,50 67,00 18,00 17,00 
Year 1946 89,00 60,00 20,00 17,50 

1947 ; 
Jamary 68,50 67,50 18,00 17,00 
February 68,50 67,50 18,00 17,50 
March 68,25 65.75 17,50 17,00 
May 61,00 58,00 15.25 44.7: 
June 64250 60,00 14.75 4.25 
July 64.50 61,75 14.50 144,00 
September 69.50 52,00 14,50 44,00 
October 68,00 46,50 14.30 14,25 
November 68,25 pire 44.50 14.25 
1 _—oe ae | 


Year 1947 69,00 58,00 16,50 14,0 





Lh aa i a “h low 

1948 
January 68,00 63,25 16,00 13.75 
February 66.0° 5( 14.7 13.50 
March 66,14 55, 00 15.00 14.00 
April 64.68 63425 14.25 12.75 
May 63,00 61445 13.00 13.00 
June 65,00 61,00 13.50 13.05 
July 65.00 62,00 oe “<< 
August 62,00 61,00 14.30 13.60 
September 60,25 5/,,00 13.90 13.70 
October 57,5C 54.25 14.05 13.25 
Novenher 57,00 52.7 13,30 13,20 
EE: an | ee ney: ; 

1914 
January 52,50 48,00 13,13 12,25 
February 51,25 47,25 12,75 12,00 
March 49,75 45,00 22.50 11.70 
April 53450 50,00 13.25 12.60 
May 57,50 53.50 13,10 12,65 
June 57,75 56,25 12.75 12.40 
July . 60,00 57,00 12,25 11,95 
August 60,00 58,75 12,40 22,1 
Septembep 9,75 56,50 18,50 12.40 
October 1,00 58,00 R, a it 
November 2,25 57,50 32,90 
a i ee 2 ae Be 
Yeap 1949 62,25 45,00 19,25 11,65 

1950 ‘ ‘ 
January 58,75 57,50 1},65 } 
February §8,09 56,00 155 i! 5 
April 54,50 53,50 et Dy 
May 53,75 52.25 10,8 0,65 
June 94,00 47,50 li, " Dyas 
July AE 7,50 at 0,30 
August 9,25 900) } m2 ir 
September 48,25 46.5? 50 
Octoper 49.25 46,50 i °0 11.45 
Novemhor 47,00 45 9% 11,60 1} 427 
December 5425 hJ.490 
Year 1950 58.75 41,00 2,00 Wy25 





British Sovereign, George Head 


In Riyals __ 


British | Sovereign, George Head 
In U.S. Dollars 





British Sovereign, George Head British Bain George Head 














ee In Riyals Jn uF S, Dollars 
High Tow MOREE. 2 Low 
1951 fee 
January 46,25 42.25 12,90 11,70 | 
February 6,0 45,00 12,00 22,00 | 
March 46,50 45.25 12,08 12,00" 
April 18.26 16,25 12.20 12,00 
May 49,32 47,00 22.75 22,23 
June AT 25 45.50 13,00 12,65 
July 46,00 4,91 12,65 12,48 
August 45,59 15,00 12.60 12.48 
September 46,36 45.27 12.76 12.53 
October 47,00 46.00 12.76 12.70 
November 46,55 146,00 12.74 12.55 
December 45,62 1h,75 12,49 1,92 
Year 1951 49,32 42,25 13,00 11,70 
1952 
January 45,14 44.82 12,06 11,98 
February 45,09 44,91 12,02 11,90 
March 45,00 44.86 12,03 11,78 
April 44.91 14,36 12,08 11,95 
May 44.64 44.36 12,13 22,00 
June 44.46 42,82 12.06 11,98 
July 43,00 40,75 22,15 11.98 
August 42,64 41,75 12,12 1.97 
September 42,77 42,33 12,18 12,08 
Year 1952, 


9 months 45.14 40,75 12,18 11.78 





ANNEX III 


EXCHANGE VAIUE OF THE RIYAL AT JIDDA COMPARED WITH VALUE OF 
SAME WEIGHT OF SILVER AT NEW YORK AND BOMBAY 


(Bombay prices are converted to dollars based on the rupee's 
value in the free market at Jidda and are monthly averages 
except that figures since May, 1951, are for mid-month) 





Riyal parity in Riyal parity in 
Riyal value terms of averaro Riyal value = terms of average 
Date mid-month __silver pric at:____Date mid-month silver price at: 
New_York Bombay New York Bombay 
1946 vane 
Jan, 025 +243 0288 1950 
Feb, +232 2243 0299 Jen, +203 +252 +301 
Mar, 24) 243 «356 Feb, ol 252 314 
Apr. 255 243 403 Mar, +204 251 321 
May +268 243 480 Apr. 2205 02h7 2323 
June 227 243 445 May +203 025 339 
July 271 31 408 June 218 025 +326 
Aug. 276 31 +412 July 227 25 321 
Sep. 29 31 +390 Aug. +236 025 +316 
Oct, 029 309 387 Sep. 252 25 316 
Nov. 1276 31 0355 Oct. +243 258 6321 
Dec, 265 2298 +333 Nov, 0247 +276 0312 
Dec, 259 276 0317 
1947 
Jan, 2265 +262 353 1951 
Feb, 0256 248 364 Jan, 273 +303 0329 
Mar, +262 6265 +392 Feb, +263 p3ll +341 
Apr. +265 0259 0424, Mar, +266 2311 338 
May 291 249 42 Apr. +26 311 351 
June 0245 +229 406 May 249 311 +356 
July +238 218 +367 June +276 +305 +36 
Aug. 243 +226 +389 July 276 311 0334 
Sep, 0229 242 +342 Aug, 278 31 0319 
Oct. 241 +246 314 Sep. 277 311 310 
Nov. +236 0256 +326 Oct. 275 +303 +305 
Dec, 0235 +256 380 Nov, 27h 2303 Ph 
Dec, 0273 +303 +29 
1948 
Jan, 0227 2256 2369 1952 
Feb. 0234 1256 324, Jan, 268 303 +322 
Mar, 236 0256334 Feb, +266 303,304 
Apr. +226 +256 +331 Mar, +264 +303 . 
+216 +256 331 Apr. +267 +303 +280 
June 122 +256 +339 May 272 0295 +285 
July 228 0256 357 June 0273 +284 +265 
Aug. 2236 +253 37 July +290 +285 277 
Sep, o2hd, 0258 0357 Aug. 2283 286 2290 
Oct, +255 0265 0363 Sep, 288 +286 289 
Nov. 2h +252 331 
Dec, 249 02h, 37h, 
19049 
Jan, . 248 24 . 377 
Feb, 0252 2243 404 
Mar, +252 246 ‘ 
Apr. +255 0246 +388 
+228 2246 378 
June 0222 0246 371 
July 203 +246 317 
Aug. 208 247 298 
. 221 2515 ~—s_,30 
. . 217 . 252 . 301 
Nov, 216 0252 0305 


No. 30/%/1/106 Date: 


With the Help of God Almighty, 
We AbduieAgiz Itn Abdul-Rahman Al-Faisal, King of Sa) 


Tn view of what our Minister of Finance has submitte: 
view of the fect that the necessary measures to be te 
the currency of the State and to stabilize its value 
value in reletion to foreign currencies are necessi’ 
terest of the State and people, and also to avoid th: 
to the Treasury and the people from fluctuations in + 
currencies resulting because there is no fixed and s‘ 
Saudi Arabian currency in relation to foreign currenc 


Wie therefore ordain the following: 


pele ‘is There ig hereby created according t« 
lations an institution to called "Saudi Arab: 
the main operating office in which it shall star 
be In Jidda. It shall have branches and agenci 
where reyuired. 

Article 2. 


~ 


The functions of this Agency shall ' 


First: ‘lo strengthen the currency of the State 
dts value and to fix its value in relation to f: 


Second: To aid the Ministry of Finance in centr: 
and expenditures of the Government, and in cont) 


in accordance with the items of the authorized | «¢ 


Third: ‘he Agency shall neither charge nor pay 


receipts and payments and shall not act in any © : 


flicts with the teachings of the Islamic Law. 


eevuroeaaersootee 


¥ 

The two Decrees, 30/4/1/1046, and 30/+/1/1047, 
Charter were published in the Supplement to th 
Pe Om el Qura, fo.J410, dated 3 Shaban, 
27, 1952) 
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Now 30/4/1,/1047 ane? 25 
pri 


With the Help of God Almighty 
We Abdul-Agiz Ibn Abdul-Rahman Al-Faisal, King of 
Upon seeing the Decree No. 30/4/1/1046 issued 25 
the Charter for the Sandi Arabian Monetary Agence) 
attached to this Order and which consists of twe: 
In view of what Our Minister of Finance has subw! 
We ordain the following: 
The Charter for the Saudi Arabian Monetary Agency 
above and attached to this Order is hereby sanct: 


order putting it into effect. 


eS, @nc 


had oO 


CHARTER OF THE SAUDI ARABIAN MONETARY AG 


I, Creation and Objects 
1. There is hereby created according to these r 


Institution to be called "Saudi Arabian Monetary /¢ 
main operating office in which it shall start its 
de in Jidda. It shall have branches and agencie: 


where recuired. 


2, The objects of the Agency shall be: 


(e) To strengthen the currency of Saudi . 


and to stabilize it in relation to f 


currencies, and to avoid the losses +e: 


to the Government and the people fro 
tuations in the exchange value of Sa 
coins whose rates have not so fer be 


relation to foreign currencies which | 


major part of the Government's incor 


(») To add the Ministry of Finance in ce 


the receipts and expenditures of the . 


in accordance with the items of the 
budget and in controlling payments s 
branches of the Government shal] abi 
budget. 


II. Capital 


3. The Agency shall have an authorized capital. 


to 500,060 gold sovereigns (calculated at £12.00 » 


lent to 76,500,000). ‘he Government shall provi 


capital of the Agency. At least two-thirds of tis 


shall be paid in prior to commencement of operat 
in capitel shall include the value of a building 
and equipment which the Government may provide. 


IIT. Qperattons 


4%. The Agency shall have the following function 
to currency: 


(2) Yo stabilize and maintain the extern 
internal value of the currency. 


(b) To hold and operate any monetary res | 


funds as separate funds earmarked fo 
purposes only. 


(c) Jo buy and sell for Government accou:! 


silver coin and bullion. 


NOY. 


426 


S aa 


1 to 
Laces 


(¢) To advise the Government about new coinage © handle 
the manufacture, shipment and issue © al) ney it 
being understood that coins would be issue sly tarouy. 
and at the request of the Agency. 


{e) To regulate commercial banks, exchense des © and mont 
changers as may be found appropriate 


5. The Agency shall aid the Ministry of Finance in co: ralizing 
the receipts and expenditures of the Government in acc ence wit) 
the items of the authorized budget and in controlling » wents so 
that all branches of the Government shall abide by the »oset. Je 
that end the Agency shall have the following functions 


(2) To receive and act as depositary for all ye omnes ince 
luding receipts from concessionaire cowpan. ©, fron 
customs, from the Haj and from other soure and to 
naintain deposit accounts under such heads the Gove: 
ment through the Minister of Finance way ¢. och. 


(s) To act as agent for the Government in pay: out funds 
for purposes duly approved hy the Gevernm through 
the Minister of Finance. 


6, ‘The Agency shall establish a Research Department *  ollect snc 
analyse data needed to aid the Government and the Agen in form 
wlating and carrying out financial and economic solic 

7. The Avency shall not charge any profits on its reece sts and 
payments and shall not ect in any manner which conflic with the 


teachings of the Islamic Law. The Agency shali not un take any 
of the following functions: 


(ea) Paying or receiving interest. 
(b) Receiving private deposits. 
(ce) Making advances to the Government or to pi sete partie 


{a} Engaging in trade or having an interest in ‘my com- 
mercial, industrial or agricultural cuterp: .:e. 


(e) Buying or holding fixed property except wh the Agence 
reasonably needs for its operations. 


Issuing currency notes. 


- 3 ~ 
Direction and Administra‘ton 


8. The Agency shall be under the control of a Board of 


which shall be generally responsible for its efficient 


and operation and shall have such powers as are necessa 


riate to that end. The Board of Directors may ee suc 
regulations as it may consider necessary and appropriat 
duet of the work of the Agency in accordance with ‘this 
the event that changes in this charter are found necess 
of Directors shall recommend them to the Governme.t th) 
Minister of Finance. 


9, The Agency in the name "Saudi Arabian Moneta’) Age: 
a corporation with continuing succession. The A» ency 
to take such action as may be necessary and appreooriat 
effect to this charter including, but without thereby 
authority, authority to make contracts, to acquis» and 
vledge assets, and to incur such liabilities as are nex 
appropriate to the conduct of its operations. 


10. The Board of Directors shall consist of a Pr ae: 
President, a Governor of the Agency, and two other 
shall be appointed by an order of tis Majesty the 

ation by the Minister of Finance. 


ll. The Minister of Finance shall nominate the G< vernc 
Agency and obtain an order for his appointment from fi. 
the King. The Governor shall not be removed fro. off! 
by an orcer from His Majesty the King. 


V. Reports and Audit 


12, The Agency shall render to the Government through 
of Finance monthly reports of its operations. The Age 
subject to audit by auditors appointed by the Governme 
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With the help of God Almighty, 


We Abdul-~Aziz Ibn-Abdul-Rahman Al-~ isa: 


of Saudi Arabia, 


Upon seeing the Decree {0.}0/4/1/) 6 is 


Rajab 1371, and 
In view of what our Minister of Fi 


mitted to us in No.7281 dated 7th Thu Al itd 


We ordain the following:- 


ARTICLE 1: Mr. George A. Blowers 
ed as Governor of the Saudi Arabian Mone’ a 


ARTICLE 2: The Minister of Finance 


order into effect. 


ance 


COPY OF ROYAL DECREE 


No.3 4/1/° 
Date, 1th! a Al 


With the help of God Almighty, 
We A) dul-Agdz Tbn-Abdul-Rehman Al-Paisal, Ki © of 
upon seein, the Decree No.30/4/1/1046 issued 25th «jab 
In v. ew of what our Minister of Finance has bm! 
ilo. 7352 da ed 2th Thu Al Qi'deh 137], 
We ordain the following:- 
ARTI: LE 1: The Board of Directors of the 5: ii 4 
Agency she 1 be composed of the following persons 
President Abdullah Al~Suleiman 
Vice-President Najib Ibrahim Salha 


Governor My. Geo. A. Blowers 
Member Hussein Attas 
Member Salem Bin Mahfoou 
liember Rasem Al-Khalidi 


ARTIVIE 2: The Minister of Finance shall p : thi 


effect, 


Jdi Arabia 
/l, and 


} to us in 


jan Moneta 


séer into 


ANNEX 
CALCULATION OF RESERVE FOR SILVER COINS 
(Amount in millions) 
New silver coins Stabilization Seignorage at Amount that could be Total reserve Per cent of 


issued* Fund: Amt. avail- 40% based on borrowed at $.70 per oz. available: reserve to 
. able if coins silver at on silver coins held by total of col- issue 


bought at $.725  $.83tper oz. the Agency, over and umns marked 
per oz. above those bought by (1) (2) & (3) 
eR ens RB ES ES 
Value ing silver Silver Cost Silver Amount Cash 
 gentent,oz., bought, available, borrowed 
approx. ounces ounces 
Bem ne RE a ee) 
$20 6.6 6.5 $4.7 $ 4.0 el $ .07 $ 8.77 ay 
15 9.9 6.5 47 6,0 3.3 2031 13.01 &/ 
20 13.2 6.5 4? 8.0 6.7 4.69 17.39 87 
25 16.5 6.5 Ae 10,0 10.0 7.00 21.70 87 








* The fine silver content of these coins is figured on the assumption that 22% are 4-riyal 
coins, 75% are riyals, and 3% fractional silver coins, 
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Sandi Arebia's currency ayutem {6 unique in the world today, Jt 
ie the hardest money of all, « dual currency comaisting of Sritiwh gold 
soverciens ant ‘awl Atubtan silver ani winr coins, The gold ami ot)» 
vor coins ciroulate primartiy on the tastes of thelr wwllicn ecntent ant 
value in world maurketo, lut they de mot closely follow external values 
deeause of loeal Gonditicns and the rectrictions wpon import and export 
of geld ani cliver in thie am other cunteles, be only flductary el- 
cmont eomaiste of mine goine of dy } ami . Girch, Wud at 2) gira 
to Ube riyal., [he country bes mover hed {is wp paper moany--theugh 
(alien Fupece en! ocme oteer eurrearies ara vad te sone amtent in tho 
Comrtal area, eapecialiy at the aaaecm of the pligrimaue, 
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The geld qvetent of the Pritich sowwrsign S2 varth 06,29) ot (35 
JOP enemy ed the, somprotgn commute « wasying prenten, mow geperel ly 
ebevt 45% fn fren, gray er black cold nerkets of a mmber of ountrie:, 
boenuve tt 1» vol) kom and fimedctaly narbote' ley Ste quantity '0 
Limited, and $$ 10 tdeadly sulted fer hoarding Wy people vir for sone 
tures how used protons metals as a storehuse cf value, The sovereien 
streulates actively tn the Jid'ePocen area ami in parte of the Intartor 
alone vith the rival, at varying rates of excbenge, In the eat ocest 
arce, hovever, the vovaroign le pet generally used, 

Me riyad 49 a peyuar etn, Throughout the ecumtey it Le the own 
raney of the people and ts wed generally im rotat] tmying, It hes the 
cane velit anf fineness os a former Indien rupee, The sovereign is 
ened Ger lavaer wanpectlens in the western aren end parte of the interten, 


Telwee cf memnter: ci relation 

TR ie tepeaattle even to miko o fair quesw of the mmber of ‘ritia 
severcigne in the country, As te riyela, the total amount of silver 
esins made since 1995 im GRAK,5 nilifon, inelwting an order of "52 
million in dum and July, 1952, whose delivery should '@ substontially 
completed ty the ent of 1982, ‘etalls ty years are shown in Annen |, 
1% Le impeseitle to aay lew many are mv in the country, but eartainiy 
it {9 ernsiéerably belew the tote) reeeive:, She emtwar’ comgy) ‘ng hae 
bean cn 9 lange omle at times, operially in lidfefl when Jt bes beon 
ald t) amount to WRAnh mil) lem morthiy, 


nies of omebunce oni _uclong 

Myales version rates of onchange in Seat! Arabia since 1945 have 
varied between SRO) ant [40 3/4 per sovereign,” as shown im Amen I! 
tnd Chart 1, In the past three yours the range has beon butemen "na 
wi (RGD 3/be The rate in Septanber, 1982, averaged shen’ snyah, 
Tho van ot th Heitish soeroin ts quite cutie the entre) af Sent! 
bia rrr comtry dry So ely carom, The value at 
VT hy Ls a unten y qeetod in riyale ant qbraby axes, 
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Fidda since 1945 has ranged from $20.00 to $10.25. In the past three 

years rates have varied between $12.90 and $10.25. In September, 1952, 

the rate averaged about $12.10, The sovereign has consistently been in 
demand at a premium well above §35 por fine ounce of gold, The equival- 

ent per fine ounce at Jidde has ranged between $24.95 (143% premium) in 

1946 and M3e54 (24% premium) in 1950, The equivalent in September, 

1952, averaged about $51.00 (46% premium), 

The value of the riya) in foreign exchange hss been influenced by 
the value of sliver in foreign markets, but at times has departed consid~ 
erably from the foreign parities, This has resulted from local shortage 
or pleaty, from the restrictions on export of riyals, and from restric- 
tions affecting silver in other markets. There has been considerable 
outward smuggling of riyals when the value of silver abroad has been 
naterially above the riyal's exchange value in the country, But there 
has been little smuggling vhen the premium vas less than about 15f, be- 
Gause of the great weight of silver in reletion to ite walue and the 
risks of seizure, 

Annex ITI and Chart II compare the exchange value of the riyal 
vith the value of the same weight of silver ut New York and Boukey, 
There hae been at times a premium of over 70% at Bombay, due to scarcity 
caused by Indian import restrictions, and ot New York cf 25%, Neturally 
there was extensive amggling when the premium vas 80 large. At the 
present writing, the exthange value of the riyel is substantially the 
sane a8 its parity in New York or Bombay, a rather rare condition. 

The foreign emhange value of the riya) has been nore stable than 
that of the sovereign, Tt has varied, hovever, roughly between $0.20 
and $0.90 sinoe 1945, In the first half of 1952 the riya! was quite 
ateady at about $0.27, or about 3.70 per dollar, but averaged about 
90.285 in the sumer of 1952, This rise ws partly seasonal due to additional 
demand for monay in connection vith the pilgrimage which in 1952 reached 
ite climax in August, 

(nly fraguentery dete of internal prices in Saudi Arable are avail 
able, The date ere insufficient to permit any very definite conclusions 
as to the comection between fluctuations of foreign exshange and the 
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The waetary artes tas sone Injcrtant pointe of ctewmgthe In @ 
rid of qaprvelating *eof¥" errrenateny. Sends Arvbia's ollonetal exp 
ready hap maintained sts valve as weld ah cayrae ould bepay 10 yoc;le 
have ul. ernfidemen in the riyel and the Rritich sowresete Te cure 
teney 19 duruble, 1% has proven that 1% enn endidly, if mt oemven. 
tently, mood the needs of the erutarys 
_— Thave are, nevertheless, some various defects of the ayntam which 
ure Datng Ancrver ingly realised, Matabtlity 10 the grestect dufeet. 
There te me fined rete ipteynally Setwvesn the rial apd cowersign, end 
rates dave varied widely, je fixe’ rate can be pot and defieitely nain- 
toined, Orternally, neither goin bas e Sized value in terme of feraign 
currency, | | 

Varletions in the cate aay 0 Yury Mgturbing to (overment fin | 
anete About founefifths of the revenue is in foreign exobange, vainly 
Aellers, A large part ef thie must be converted inte rivals and sey 
ersigne to be spent Iecally, The Coworment cannrt tudget with acour 
ance when Lt cane t kay from cme minth to macther vbat Ite revemmes 
1u vere. of loee) currvney 42) boy The mater of rivals rqlised per 
dedar dew vorled Cron ahowt 3,2 te $.2 aimee 1945, And the prlee of 
soverolene das ranged drivenn about {2425 amd 620900, That peas that 
1nee 1945 tho eubtars of j1y000y0CO bes ranged frum AY p20 4000 to 
SRS, ROVECOp amd Crem 04000 te mewry 100960 vovurelgne, ova tn the 
your 195) the cutturn ranged free abet SNQy5H 9000 te Nryh0O yO) amt 
TO RATER AM APRA... . 

Vinctwatsens alse are harsful te fereicn trie, to may enataten 
inprrtars oti exporters ceapenly sattie vith dams thei rates cf foreten 
py iapegecietpadhary doit chilsocet Acad 
oon) curmeney, ut fervent encbange transaction are almeet tm 
caivtont bere, partly bageune of the tmterpretetion of religtets ley 





Nedeh nay be placed won sete t provide for future cmlingeneion, “hus 
sxehamgo tnetad! ty rings te fore’ gn tende an eloment of risk and un- 
Certainty which is rarely swided, {fo componeete for this traders muct 
allow longer profit merging, Thay pase on this added oot to the public 
or the Goverment (an a buyer of Imports) in the frm of Meher prtcer, 
This ertrm lurden oo trede reduoes deporte, Aleo it reduees revere fom 
the customs, Minally ite effect, by reduedng Um supply cf imported 

feeds, '# to lowsr the ctandard of dying ef the people ac a vhole, 

‘The people alec may suffer fron fluctwatiow of the velue of the 
‘wenay they bold, Thay bave to way to imew vhet one coin may be yorth 
tn future du terms of the ether, by holding either eoin, if they my 
nod the ether, they run the rich of lowes 

Purthornors, the cold ant gilvor ecins are at interthengendle st 
ony par rate, The public hewe te pay rates of axhonge ceveriay the 
profit of the momey changer or bank, Vith « good ayutm al) forme of 
honey wuld be interchangeable at filmed par with vt any cost t the 
holder, he only fined element in the gyaten ic te rete between the 
qire ant te riyal, 22 te 1, fut thet de en odd rate, wet ona for 
computation, and oven thet rate tac @unet!nes verie! in times { monde 
tary stringency, ‘he qirch sheuld bear @ fined cegiza) puletica & the 
yet, 

Finally the ayeten is cmberscne, 'n the absenoe of momay of largo 
Gencmimations the riyal i» the people's enin monay, “be riya) is a 
boavy co'n im relation te value, or any sinable transect!ca there ere 
preblena of carrying large waigitta of mets) ant ccontiny mem) re of 
ccim, Thies te troublescm, a mete of time cmd a murce f axpanne, 

Clearly Gadd arabia would vam fit if it cou! (atreduee a revio! 
bonetary cysten vith a definite tae sonetary standard am! a syste 
of convenient ovine vith fixed deeimal valves an! freely Latarchanyea' le 
at the wish of the bolder, 
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CAFO epee. eo patave. of ony wign, fur maneteey wallerieeme, .., 
fe Saudt Arabs fron carlfoat tiney hag used bend amey of l= 
weight", the people have aiid npom the “imtrinste” mwtel coment of 
money rather then upon gevermmente) apsoures giving 1+ value, onl Sidhe 
they tam! to dletrest paper Remy, 

" Cosh etal tea sn at sa seo oh sti 
Covtain large Roney doalura do certain beskiny oparetions, Lut there 
ame hy forally eotetitabod dros) banks, the meena banking fagllition 
vrovided by foreige banka oxist only in Jidte and the Lesnamedhahren 
area, These bank» have relatively few deposits in local curren, 
Shengh the deposit eyevan bas Ween slowly growing am Sorulge currency 
depen! ts are considerable, ert local ‘mainoos basses and individuals 
keep theiy fumle mainly in boards of gold apd allver, ‘he apdinay 
people Uuvugh ut Ue cowniy leap a maslior or sanges wayyy ot gold 
ani/ur allver coina—as mich as thay oon affardmas 6 reourve for oped 
Lag ani aaron ye 

de “bare do at such derterwaraditor relationship ani eumaree 
tively few lonpstine coutrsess haved on nemay ether tan rea ovtate 
Jensen which ame moely for we We yedene erm) Lagwenne, Woode 
oad mextynges handy axicte The Covenant bas a loca) Lwaled debt, 
Par thowe reasons the country 1s less valaorahle than Rost cowmtsies t 
Pematary danger altecting ito ecutpartual vtructure, vb changes ia 
foreign eomtangs retes have wonsiderable affect beam of (a) the 
“overmmant's heery depeatonas Won fore vn exabange reves, apd ‘b) 
the couptzy's grat dépeatonce upon inperta, 

, The ecenemy te regi-aal uith eonalderoile dUSereoes betwan 
Pegiona, che net const veee gold for larger transactions, lut cyale 
fer opdimar) petal Wade and vega, The sat onsty however, wave 
Alnost rm gildenita fondness for oLlver reflecting orientation toward 
India, Much of Um saterior 4a fundliar with both gold amt eibver = 
cotney Inrte of the guntay are rapidly beaoming sedemalpedy and ip 
ether parte tbe Wibeomen live mich as Shey have for many euvtrton 
part, “a the wart cnet, verse connie gemtar to at Jide ant Nepeny, 
‘Héde's semay narieot ‘0 onacermed with Cinenoing tude am! the las 
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Be ayy rong td att ‘he Huth aro emtae gee the 
rts teeth 18g. he ot gta a hn at 
ween ei Pe, Baier e Mee on © 
. Riyadh ves opgned late (m 1961, and Ste eatension te Jidda is belng 
planed, The rellvay vill help to tennsfom auch ef the region hare 
it runs, 1% now tenis te Dink eoommlenlly the yet? region nalnly 
to the cart coast, 

#, ‘Yereign exchenge is a majer problem, ‘he Covernnent reesives 
about four-fifths of its income te foreign exebange, dearly all of 
this from the Arsbianeimerican (1) Company (Arezeo) exports of of] 
but some algo from foreign conceantonaines other than Avance, O11 reve 
ome, en) consequently tetal roveme, has probably growm fester tn the 
past thees yaare than hes the reverve of any countyy in Miotory excent 
kuwait, ‘Tho need to convert large mms from fervign t lesa) ourrency 
erentes a diffioult problem in budgeting go long an the soversign and 
riyal hove ne fixed yolue in forvign esthange, 

ln contrast to nest areat, delier exahunye is plentiful in Seudi 
Arable beenuse of the large oll revenue, ani alse say Cellars beoune 
available in the arca heenue of Tumalt's dollar recelpte, fart of 
this exebange aot used for goods may Le eomverted inte yold and aliver, 
Comtioning and growing foreign currenay reeei; te in thew relatively 
undeveloped areas may at tines pote a probles as t thelr nae, 

f, SGemdi Arabic hos eplaniid reyemes due to ite wealth in ofl, 
beemase these rovermes are no large and almct al) in foreign curremy 
including mately dollars, the cowntey can afford the soundest and boot 
seowed mometary sywten, ite revemtes are oufftcient te build wp the 
roverver needed to areure such @ syntens 

Go Seudi Arabia fe axtremely dependent won of), doth as te reve 
omer ont ecommte netivity, In the pert three years of phencmena) 
grevth of ef) production, prosper!ty has grows seoerdingly, wt in the 
past of] bas gone through periods of overpreduetion ant limp, and St 
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fe only prudent to prepare fer the chance thet these vill recur in the 
future, Sant! Arabia te hMphly vuleeruble to ony clump affecting the sale 
ot Ite of, and baneo {t {9 vive te make provieten for auch a» ovmatbualtty. 
Wf Sali Aredia built wp sisuhle roovrvee, viich 16 evuld gredeally do, i 
wuld not need te worry wobily about ary temparery alum tn <1) or aboot 
os Seeeeh Absa 
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he natn poanthilities thet Sends Arabia way conefder mrat (a) scm 
fern of Winetalliony (b) to retain emt try te make wite worleble the prmsont 
dual currenay ayotemy (e) te bone tte eurrancy on the present oflver rtye?s 
(4) to vse ase bese the Britton pelt soveretemy fe) to Join the otarting 
day (f) to adopt the gold etendard based on $95 per ounce, and (g) to ine 
teoduae the new cold eatn with a defintte relation te the dolar and other 
foret er eurrencton, 


pola ieveee | 

There 1s no dependahie way te tle together "full weight” geld and stl~ 
Ver currencies at fixed rates, ines the onl of the war the ratio between 
gold and stlver pay canes in fre markets has ranyod between A$) ap! 100m, 
There is no good roasgn te believe that the {notability of the ratio betvagn 
@0)4 and ellver thet has herctefors ex! rted will new suddenly ond, 

The birestallte propewel moet widely dfeqnavod tn ‘wut! Arabia bes boon 
to vet s definitely fimed rate to dou] between the mov Saudi Arabian gold 
soln ant the riya Thio to beaSaaliy a shane of motienally operated tim 
St te . ES BE ae, ES eee, pated «9, emetbeple 
Sut in tine the market ratio wuld ehange a an te mabe any fixed rate unten 
able and drain avay the reserve of one coin or the other, Clearly one aml) 
country alone geld pt cpernte bimetall dam, 

Th Phra Atfrionty tn rotatng the preomt foal urster ant tring 
to ante 9 move ypetutile tp Wat Seats Sprite onuld ar}, fertteniy eretyet.. 
po reine of Sho ete etd rmeetans  MrateD atthe ree) in 
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Se regularly ecined again, The limited wupply ta going gratea.ly late hoards, 
ond under different ormiitions of greater astebl ity in the world might be 
eratwally dighoarded. 16 canatines tas aot bean sacy to get nore severed ens 
for les) use, It is hard for a single ecumtry like Saud! Arable te {nfly 
engo ite value, since it 1s in vide domnd threephont the werld, Mt flnetre 
atos in world parkets more widely thas gold Wulitem, A regent development 
potentially affecting the Dritich sovereign io the fvise qourt dectatcn in 
Apquat, 1992, that the waking of full weight replicas of eld coins mo lonrer 
constituting the curreney of the countries ef original Inme is mt counten 
foiting, 

Fates for the Mritish soversten in riyals fn Jidda have varied since 
1945 between about © and 40 rtysle, ant in September, 1952, the rate av 
oraged about 42} riyale, The variations ary due to Mluctuettons tn both eoine, 
The severoign, however, has been less stable then the riyal tn temas of for. 
cign currency, It has varied at Jidda since 1945 between 120 and 610,25, 
and in September, 1952, was a Little over 012,00, In terme of the dollar 
the riya) has varied hetwoen about $30 and Wedly lee.) aoouriing to ether 
ite exchanges value at didds or the value of ite silver gontert in the silver 
market in few lark, 

“hile the shortetern value of the riyn) 1s to some extent within jeudi 
hretda'y eostred, the faet that its longeters value ty vulnerable W changes 
affecting silver and the fact that the value of the iritish sowreign is 
quite cutuide the country's conten, make it clearly umwive for Saudi Arebis 
to depots upon dmprowing the present ays ton, 


The shlver_ standard 
Meption of a silver standard would be the earlort thing te de beens 


of the riya)'s great populerdty, fut this wuld mt be real solution, ic 
country totay Ae em the silver standard, oxeept thot sands Arabia te partly 
taved on 1%, Im the past 50 yuare most of urope ap’ suis hae abandoned silver 
net only a9 0 otandard but oven eo 4 Ronetary petal, There are no prewnt or 
prqpective national or intereational polletos that give any confiienoe Lp 
ativor's future stability oueh as aibt fuadtty my country in ohoowing 1% 
ao a monetary standard, Although silver prices have Ween fairly steady for 
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elie 
several. yours, thay have in the pest ivan highly wartebley Variations in 
Ge pris (ubdeh was SCE3¢ yor fle cungs La Baw Zork ta Sep taaber, 1952) 
my Sept.» a 8 en oe 4 oe pt 
—ohaaalylerassregn te ape 
“holes of 9 wllveretamland would continue te leove the Coverment «f 
Salt Avebte vultepeble te wafer Muctanttons Uhfed wuld make uncertain the 
yield im local currency of the foretpn axclane roofyta ubleh are about 
foursfifths of itr total income, 


Dea elds) usd eorcelan 
The Drdtish gold vevereiyn 48 popular ant videly eurrent unler the 
present dua) ayeten, Out there are strong reasons for pot weimg it as @ 
pareanent stacdard, as set out abeve in disquosing poositle retention and 
iuprovenant of the present cual system, 


charling 

A ctapling standard would have sume convenience due to the fact thet 
jewtt arable is surrounded by sterling area countrice am! has much tra'e 
with the sterling ures, Out Sand! Arobia nv hos 0 synten thet {© pract!. 
cally free from oontyols of trate ant foraign axhanre, Tt has perhaps the 
harlent currency aysten tn the world, Tt has no thortage of ferefen oxchunge, 
docense of Sto wealth in oil, 1% rogoives large anounts of dollars, ant 
there is mo need for it to ascune any clligation te put thom tr the "dollar 
pool” of svori tng commtrless, Otarling exchange has he’ a ec astant sorter 
of Ciffien tee eines the war whieh Rill parsiet, ‘aud! Areble hes a clear 
dalanee <f atwatage in met Jotming the cter?ing arma, 
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tdoption of the gold staniart based om a price of 095 per cunoe wuld 
tn offoat tok Sell Archie's currevay to the detiar, owt vere Soud! Arbla 
tune Ye mse fal eh ld vtne ab 1 1 wuld are te gh 
ve tte tredttiona? use of geld as eurrecey, Any ah eQtanpt  mardy 
(til tal wists pied Sathats for gold; ined the cote wuld WA otay ta 
strouletion, lanes Saudi Aredia would heve te depend entirely wen fiduolary 
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currency, This vould comprise silver and minor coins; and vould involve a 
system which it would be diffieult to operate without relying largely on 
currency notea--whose wee under present conditions seems inadvisable, 
Thus adoption of a standard which would require gold cireulation at 
35 per ounce 18 impracticable. 


The Saul srabian gold sovereign 

There remains the choice of introducing the nev Saufi Arabian gold 
sovereign, minted early in 1951 tut not issued as of October 1, 1952, as 
a step to an improved monetary system; and neintaining its value in foreign 
exehange by operations of the Saudi trabian Monetary Agency to prevent widue 
fluctuations, This is in my opinion the best choles, having regard to setual 
conditions in Saudi Arsbie and the attitude of the Goverment and public. 

There are several importent reasons in favor of o gold Coinage in Saudi 
Arable. Por centuries gold coins have been mown and trusted and they now 
form a major element in the system, They are popular because vell-suited to 
conditions that now exist and ere Likely to continue to exist for some time 
to come, They afford high value in smal] compass, are easily transported, 
are highly durable and are « convenient "storehouse of value" in « comtry 
neagerly equipped vith credit institutions, In an inflationary vorld, froed 
with threats of var and widely dominated by the belief that governments should 
we fiscal means to promote full employment and prosperity, gold is more likely 
to keep its value than any national monetary mit. A gold currency is less 
Mable than any other to pressure from unvise govermental action—and the 
strongest and most experienced countries are suffering from abuses of eredit. 

Onder present world-wide conditians there can be no agsurance of complete 
stability in any standard, But there is o fire floor under gold at $95 per 
ounce, (ne cannot visualise a drop below that figure, which is 78 below 
the free gold price in September, 1952 (¢97,50-038.00 per ounes), So com 
timing drop to a premium of less than say 4% ($36.40) seone at al] likely, 
Thus for praetica) purposes the floor is higher than $35. 

(m the other hend, « rise of large proportions in the free gold priee 
vould be cheeked by the gold sales of produeing countries in free markets, 
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The IMT's amouncenent of Septanbar, 1951, was interpreted as giving these 
countries nore latitude in sales; and this has led to greater stability of 
the free gold market at lover lewsls, Mo really large rise is likely with- 
out (2) outbreak or general expectation of world-wide war, or (b) revaluation 
of gold either generally or by the nited States, 

Sawht arabian should not refrain from issuing the new gold coin, in ny 
opinion, beeeuse of these tvo contingencies, If they ha pen the entire 
world would be faced with monetary readjustments, and vould have an interest 
in tempering their effects, This situation is in contrast to that of silver, 
sinee the monetary effects of major fluctustions of silver are not likely to 
be of really serious coneern in any quarter where effective sotion might be 
talem » 

It remains to consider the level in foreign exohanges at whieh the new 
sovereign should be issued, Obviously the level has to be chosen with re- 
gard for the level at whieh gold im the fore of bars and coins passes fron 
hand to hand in the various markets accessible to Saudi Arabia, The new 
coin's equivalent per ounce must be safely above its value as bullion in 
free gold markets or it would not stay in cireulation, I would stress in 
this connection that for Sauli Arabia to issue its gold sovereign at a value 
expoeding $35 per ounce is not a reveluation of gold, Rather it is a prae- 
tdeal measure to issue the coin at « level vhere it will not be draw avy 
to outside markste, In this respect the position of the eeda will be similer 
to that of the British gold sovereign, which now cireulates in the country 
at a 45% premium over $35 and also about a third above the price of gold in 
the various free, gray or black markets, 

The problen of the value to be given to the nev sovereign and related 
natters affecting readjustnent of the Saudi Arabian monetary system are 
considered in succeeding chapters, 


TIZ, INTRODUCTIG! OF THE SAUDI ARABIAN GOLD SOVERRIGH® 


A major purpose of the Saudi trabian Government's far-sighted action 
in creating the Saudi Arabian Monetary Ageney in April, 1952, wae to pro- 
vide machinery to improve the monetary system, The Royal Decree of April 20, 
1952, mentioned as the first function of the Agency: "To strengthen the 
currency of the Stete and to stabilise its value and to fix ite value in 
relation to foreign currencies," 

The Agency's opening on October 4, 1952, cleared the vay for issuing 
the new gold sovereign," This coin is practically identical with the eur- 
rent British sovereign in weight and fineness, It veighs 7.96805 grams, is 
91666 fine and contains 7.322326 grams of fine gold (equivalent to «23954 o2.). 

Isguance of the new coin raises probilens of its value in foreign ex 
change, how ite value is to be maintained and the position of the present 
Currency Comprising British sovereigns and riyals. 


Talus to be civen to the ney govereian 

The Ageney should operate to prevent undue fluctuations of the value of 
the nev sovereign in foreign exohange, within an approximate range determined 
by the Agency, Its issuance thus will be an important step toward exohange 
stability and avoidance of the losses to the Government and the people which 
have resulted from exohange fluctuctions, But it ie important thet the range 
be neither too lov nor too high. 

The gold content of the coin is worth about $6.24 at $95 per oumee, 
& the basis of the current price of gold bullion in free markets, recently 
between $37 and $38, the coin’s gold content is worth between 66,70 and 
98.95. Obvlowaly the coin could not be issued at 2 value in the latter 
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Wellton value, Ht wed net be lee te incu the wey goin at meh a high 
promi, oven If it vould be roedily aocyj table at thet figures Too digh 
tied bairhibed GR TOMER 
Ghent, ash, te yours tin 125.0 mt 5 Aaa the aking 
of raj steus of the Sei tish aoverytea {» oncourngod iy tho above-menticnad 
Oude court doeteten tn August, 1952, to the affeet tut making fd) weight 
Feligns of thee gins 19 nt oousterfeiting, This éeaindon of eure 
does met apply We Saudi Arabian severe!gne, Anyone wishing te reproduce geld 
coins iq more Likwly te tur: te the Uritish severeion, not only beeanas of 
the tafluanee of this deataion but beemuee the latter has a far Wer mare 
ket and o higher pirdee, and (iepowal of counterfeit Saudi irebian severe 
olgne would be much horder, 

i% will be sound policy, therefore, to sustain the Sondi Arabian voy 
reign well below the present lovel of the lritiah sovereign, yet definitely 
above the wnlue of the new ecin's bullion equivalent In nesses! ble cuteide 
narkete, These oriteria get a range of chodo: betwwan about $1.50 am 
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The action of the International Monetary Fund in September, 1951, in 
leaving greater latitude to members to determine their respective policies 
for sale of newly mined gold has had an important effect on the markets for 
gold tullion. Sales on a larger stale have led to lover prices and there has 
been greater stability at those levels, The Fund's announcement was followed 
by « drop of over §3 from about $4] to a range of §37-$38 in recent months. 

I recommend that the nev sovereign have a value in the approximate range 
of $10.60 to $11.00, which is equivelent to a gold price of about $45.00 to 
$46.75 per ounce, Sales policies of produeing countries seen likely to hold 
the price below that range except, as stated, in conse of the happening or 
general expectation of large-scale general war, or revaluation of gold generally 
or by the United States, Short of these contingancies it is quite unlikely 
that the gold price in accessible outside markets would reach $45, These con- 
tingencies I fee] ehould not now deter Saudi Arabia from issuing the gold coin 
as e step tovard monetary improvenent, 

The range of value for the new sovereign also has to take account of the 
rate at vhich it will be issued in terns of the riyal.” ‘This range, therefore, 
has to take a¢count of the foreign exchange value of the riyal, as hereinafter 
explained, 

Mesne te maintain the soversign's value 

Tf Saudi Arabia issues the new sovereign in the range above recommended, 
it must be firmly sustained in that range to assure confidence, Thus the 
Monetary Agency must redeem the coin on demand in wilimited anounts at the 
lover limit of the range chosen, 

Redemption ¢alls for an adequate reserve of dollars or gold deposited in 
banks of high standing in the United States in the name of the Agency, The 
reserve must be specially carmarked so that it cannot be used for any purpose 
other than to maintain the stability of the new sovereign. 

As stated, there seems no chande of gold falling below $35 per ounce, 
the figure at whieh the American authorities buy gold, Likewise the free 
gold price whieh in Septenber, 1952, ranged 


eee 


© [iis Rweolleney the Finance Minister announced this rate on (etober 4, 1952, 
an Mel. 


-ll- ¢ 
between $37~938 is quite sure to stay well above $35 and probably above $36, 
The Monetary Agency could readily borrow against the coins if need be up to 
about $35 per ounce. The reserve therefore will be adequate if it covers the 
difference between the monetery value of the coins issued end their value at 
$35. 

To illustrate: « million new coins issued at $11 each through the 
Ageney are paid for in dollars, a total of $1) million, as provided in the 
draft decree, In the unlikely case that they are all presented for redenp- 
tion, the gold in then would be worth $6.24 million at $35 per ounce, or 
$8.70 at $35 per ounce, And the Agency would hold as earmarked reserve the 
excess of monetary value over cost, namely $2.76 million, less expenses of 
Coinage and shipment which ere not over about 2%, 

The requirement that new coins be issued only through the Agency and 
their full monetary value paid in dollars thus will automatically create a 
sufficient reserve, But it is important that this requirement be strictly 
followed, and that no coins be issued without the preseribed earmarked reserve, 

Since the new coin will have a monetary Value vell above its value as 
gold bullion, there vill be no inducement to export it, Nevertheless its 
export should be forbidden to make clear that it is to be kept o loeal coin, 
and to give protection in ease of an unexpected rise, @.g., in the contin- 
gencies mentioned, 

Fosition of the Britiah gold sovereim 

This vell-known coin is widely used in Seudi Arable, and the Government 
should avoid action that might adversely affect the value of the British sow 
ereign after issuance of the new sovereign, The new coin, however, may be 
expected in time to supplant the British sovereign as currency within Saudi 
Arabla, though some will doubtless continue to hoard British sovereigns, The 
new coin will be convertible into riyals at a convenient rate whieh the None~ 
tary Agendy will be in position to maintain subject to substantial changes 
in the vorld prices of gold or silver, Also it will have an assured value 
in dollars and be readily convertible into foreign exshange, Thus it should 
gradually prove attractive, 

It is desirable to discourage the making of fresh contracts in British 
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wemerotmun, hich hein “eter eed etanvtyely fn eorcracts fer rertals en dn 
vartesd Unerwr teuntitot tome, lenbe wt & corta’n ther efter oh fant! Lecblen 
Poveretin TH tomate Arla be domed Ubet ey centteatls fn ttrne cf Meee 
Sy aS SPs Wee 
arsenate eee nit 

The Manwtary Agency ebeuld make every offert te malatetn » ptahle sate 
betwen the ney soywretgn and the riyal, Muh st should at te obliged to 
slaty « fondle for te rips. selon ste a, ar 
take to matatatn @ definitely Cz rate between the te enue would Se @ 
fom of binetal lien vi'ch scemer ar later would lreak dow, the vhyal tu a 
“full vaight® coin vices value ag nenoy Le eommegted with its walue as of] 
ver, Ta particular there is « jul) ob Ube sya) vbopever ito value as nile 
RI nny yn aha Anal 

+ Shwen eupert of the riya ty prohibited, thts pull worke through 
snag gine, Th for comm tise in 16450 the riysl's value ac oflver us 
Copding te the Yeu York ant “orbay prioae vac ao maoh above tte value op 
neary te Sanit Arabic thet entward moryliny wes. ret, 

0 Miner the riyel's value ar nenay her boon topreoied ly everararld 
tome of noviyerctne’ rtynts, This has hapremed uber thote hare loom timorted 
ond femed were or leo euterat!enlly as they arrive, uithout reference to 
the rival's wnlue fim forefen exchence of te th level of tntermd rrfoas, 
Thin tock place fn 104%56 and apatn carly tm 1961, The axehasies value of 
the riyal vorted between 06,20 fe the wring et 2080 ant $0.20 Inte tn the 
_ fear, and tn 209 there wre sietlor though meller owing, ‘n cath once 
thle eomtities wun corrsgtad vithin o few nonthe br wniegling amt ty Loe 
abnerytten of rivals, , nage 

In Genteant $6 the expertonee fn 19491 vas the attumtton in the fret 
half of 28%, Them nevlywarstood rfyels vane pat ect only mo noed wad sbewn 
by © tantonsy of the riyal t+ rico tn wuluey the Coverment ctherviag mgte 
fing Sts eon) owreney renee fren the yrocemds of alow off foot en embenre, 
Klee vien nocos ery the Covermmnnt bondht riytle fn aitiaipetion of te most 
In erie to heat n whip tn the rate, tia remelt of those noasirey the 
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riyal im the firvt balf of 1962 wes stentior than in any like period for 

ich deta are at bent, ihe warlation ums within s rene of only about 2 
oh @ither aide of the svorsge cf “niddle? yuton, Sede, adent $927, This 

Stability eontimed uxt! the latter part of Jum, vhen the riya) inaee ed 
ip value to Mint, infin-neot ty carly large denen! for the pilerisarc 
ani before arrival of Raw riyale orlnged fren bertco Witch began t: arrive 
4m Aug: te 

The Agency enn carry cot {te reepemuih! lity te prowide a more stable 
@urreney net nly be curteiming the Senda Arabian gol) sowersipm as prone of, 
tub by doin: ad) it aan te cheak the flnctoction of the riyal, ‘Tho abow 
amalyaie hows that the Apomey ean do moh to eemtre| the rignl, The firet 
necne te by reyulating the rate of imeve of peylyectimed ripala, The chare 
ter eos forth in krticle 4 the folieving function of the Agenays 

“(4) Te advice the Goverment atout ney coinage and hamilo the 

shipment ant fome of gl) eolm, it being 
underste<d ny oeaabaly and at 
the request of the ‘reneye" 

The Covermment in June ani July, 1952, ordered frem Vexier S92 million, 
most of viich abould arrive before the ont cf 1952, With those fn hand ani 
wlth the peasttt tty ef rotting cre whan reedel, the Aganey under endoting 
oom tions will be tn a pesiticn te prevent any untue incense tn tho inter. 
mal value of the riyal, 18 oan pay them aut a» rapidly oF eo cloviy of oom 
ditions varvant, 

the myal's appree!ation in the smmer of 1°%2 whew that, became ef 
eoarenel dawant, 't vill te important & heve on hand by May, 1953, om aden 
quate stork «f mew riyale, (thervieo exehanes esmnet be oonteolieds If new 
coinage orders are aeede!, they should be placed three mnths before arrival 
of the firet lets, ant in tine for errtve) of al) meted ty Ame 1, Seliven 
fer from Momie> have beer mode at the rete of ebwt U0 mfliicn monthly, 
Konee the situation should be revicusl “urine february, 1953. 

(nly exper! once wil) anew t viet aatent and hey repidly the new Gove 
erelcn, ag 8 onventont oon of lane deo mination, vil be audet! tuted for 
riyale in the ehrewletions Al) mow sovereme (nmued ehould be fully com 
gored ‘n riyele unt!) the \comey {ime ty experience that there sovorelgns 
Vil) stay ‘nm eirouleiion t an extant parm!tting lone than full coverage, 


Other aetion avallable to the Agency to affost the riyal's value ia 
Veres of the new eovarpign meqilte fxgn ite fmebica an the Coverment's 
fisgad agent, In this eapasity the Ageney will repelvo ani be the deposi 
‘ary for ahi. swonipte of the (ovarmmante The peontyte to riyale ant sev 
sovercicae will be available to be bald or paid out aleny vith these belé 
in peeasye, wh Uayamd this te te \yaney's funeiion in regedvlg: payronis 
mado we the (overmmant in foreign currency, sotabiy ex rowwme frm efi, 
he Agenay cab eeovart thowe inte yale @r nov sowrsicnny laviny -wyerd 
We warievt gomidtioncy For aansy ley 1f the (ovormont nogde rizale et 
tue voon the rival is ticht and tenting to inerease {a valim, the Apuney 
san provide from ite riyal resayve the needed riyals and bold farei.n cw 
woney in thelr steed, Ge Af the riya) tonde te be reduniant ant to fol) in 
walue, the \yemey ong ty riyals in be market (cr ovarment neadls a aint 
either foredgm exehange or Samii Arabian gold sowereigna, Alec 11 can ay 
and held rivals for ity own ggqvunt agninet future needs, 

Mas the igmney, vit}e mt obliged te maintain « Cimd rete for the 
riyal, bas powerful resvurces ve cect uae Muctuaticnss 14 aan do noch 
to carry aut tha Covertmemt's intention, oy set forth in the doe ee of lite 
bajectyy Yo avid the Losses to the Covmrmmemt ani people reading fren 
wariations in the wlue of ‘eudl Arabla's awrency, . 
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TV. RATES FOR THE WEY SOVEREIGN AND THE RTYAL 


I would emphasize that maintenance by the Ageney of rates between the 
riyel and the Saudi Arebian sovereign depends first upon there being no 
major changes in world prices of silver and gold. Also it depends upon 
the Ageney having at all times enough of each coin to mest all demand at the 
rates sot, (nly readjustment of the riyel on the lines set forth in the 
following chapter ean definitely meke possible « firmly held rate between 
these tvo coins, 

With these principles in mind, and because of the basic position of the 
riyal in Saudi Arabia and the attitude of the Government and the people, the 
best policy will be for the Seudi Arabian Monetary Agency acting on the 
Government's behalf: 

1. To bring foreign exchange rates for the riyal under control at the 

approximate level desired before issuing the new sovereign; 

2. To issue the new sovereign equivalent to a specified number 

of riyals, and to hold the riyal firmly at the specified rate 
visea-vis the sovereign, subject of course to the above principles, 

Thus the new sovereign would have « value in foreign exchange in the 
Tange above recownended, The agency vould firmly prevent it from falling 
below that range by buying sovereigns ond/or riyals for dollars on denand 
in unlimited amounts, Likewise the Ageney vould prevent exohange rates fron 
rising above the upper limits of the range by issuing nev sovereigns and/or 
riyals, 

The above should be regarded os transitional witil the riyal can be 
readjusted on the lines hereinafter proposed, 

The key to the program, therefore, is the choles of the best level for 
the riyal, This level should be chosen with great care so as to enuse the 
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onat peso(le dieturbanesy ant dheuld be a rete comatvo to equilsberiue, 
the felloving criteria apply fo the hein of the Jewli 

fe Tt should be ee new as prectionhle to rates prowalling i 
Whe rroant past to Which the jute are acaustownd ant te 
Viteh the ccuntay's occa ny has beowme adjusted, 

b, It ahould be a Little vulnerable as pcanible te any chango 
im the silver price that is now forsscesble, 

5 TR should be a Taw which the Agency vould be able to mata 
tain, subject to major chanyes in the extorm or internal 
value of silver, 

4, 1% chould beve a convenient ratio te the new sovereign at 
‘the recommended range ef 110, (Q0821.00, 

@. 1% should as far an practicable fit inte « progran of mub- 
sequent readjustment of the cilver and einer ewrrsncy, 


Eecunt rates 
‘The yoar precoding July, 1962, sew umsual steadiness in riyaledellar 


rates, In the ssoon! half of 198) nidile rates evernged 13.54 per dollor, 
10, about 3114, In the Mrat half of 1952 middle rates averaged SR3S728 
par dollar, Soo, about 3116, Seginning in late June of 1952, hovever, the 
riyal reve in value to as high as 3109, say Jef por dollar; and in the three 
menths of July, August am! ‘eptember, 19$2, averaged ebout 312) or 5,90 per 
dellar, 

The following table shove monthly rates fren July, 10921 
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Tae strengthening of the riya) in the pact cummer woe (ue partly te the 
sensors) demand of the pllarinage, the dewand for riyale during the pllgrin- 
ago was aggraveted by the omallor then usual wee cf rupees, Woe Bee ln the 
qountsy the Vovernment bad rowtrieted last fall, am of ligyptian notes which 
were lees weed becauce of uncertainties in lggpt. Another faeter may have 
been inability te digest the large mpply of dollars accruing & ‘aud! Arabia 
and als te Kuwalt from of) export, sano of whieh soe te have been converted 
inte riyale, 

iewance of 52 pilidon of newly opined riyels beginning in early Cet 
eber sould Wing lover rates, These riyale should a) orive in audi Arabia 
by Jamary, 19534 This fretor will be aided by the eosconn) alackening of 
demand and by seme speculative liquidation, The mew gold soverefen alec vi)! 
be a mbdstitute for come riynle once it is well-established fn the ciraula 
Blom, exdept te the oxtont that 1t fo substituted for British sewereigne, 
Sxpootation of & pew an! lover tari! has bel’ baeh imports and 1° meh a 
tariff materialioes frech erders of goods may bring out riynls new held by 
nerehante, All of these factors the Ageney meade to weigh in determining 
ite rate polley, 

‘the recent and prospective course of rates argues for choles of s level 
in the approximate range of 3050 to Js 75 por dollar, 1et,, 3022 te 3116), 
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Fer voli over 1 your the riya) bes departed tut aliehtly fre thin ranges 
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“Pre Ctaar, 295 Yay York tar pn ae HCO mR ay sam 
Ab FAB? to 00,02 3/4. since Daly 24 wy Ye Websbor 3 16 tas boon HONED/e 
Smee the riya gentaies 624575 ounces of fap silver, {te bullion partty 
ab bOseD! to boas, This Gerrespemts to SNJ,50 per dellar, ami te o mare 
et rate of 3111, The riya) te now approximately at ite tulton parity with 
Kew York anf also Rewhay, &@ rather unecamon oftuation, 

Wepertenee showe thet there fs Iittle risk of omggling riyals out of 
the country vion the riya te nit more than 10%19% below bullion parity, 
Thus if the provent silver price belds, the riyal could fall by 10! from 
$11, even te 328, witheet much risk cf amerling. 

Ne om can Safely predict the future price of silver, The most precti- 
eadle aswimpticn for purpcees of the Agepey's moaretara cperations ta that 
the price Le not Likely te rise above (0s90}, since above thet figure Amer 
lean promotion mew sol4 to the |. 5, “overmment would com ombe the market, 
an! porbaps als: certain Auer!een Goverment silver) and thet mo drastic 
fell frem the prosent level {s Likely unless the general eeonnie situation 
substantially deteriorates, In short the Agency enn base ite inmediate 
policy, but of course without comaltaert for the future, on e price range 
of about “C,fn90,90, 

What of the Mombay sflver price) Untdl arehy 1952, the Pombay parity 
Fuled higher than New Tork, Tot there we ne ovidenee of apprecishle wuge 
Cling, Since the break in Indian prices in Nereh, 1962, the Imtien parity 
has been below that 1m ow Tort ant 1s currently equivalent te about S6q20 
whlch is about the riyal's present value, lanes there is no need to worry 
adout Bombay, 

She feldeving Yah above tbe rotation of varius rates, to. tbe Au tr 
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‘The above firures chow that there te mo diffienlty sbewt chooming @ level 
between 312] amt 3116), ten.) 30% onl 378, provided that the «i lver price 
rerains qubstentially unchawed, It al60 shows thet 3,75 would be all right, 
though without any manytny at [0,687 but night be teo lov « Jewel at 0,90, 
Any value for the réyal below 3,75 would wm the risk of some emgyling if 
silver rove to %,08.00,90, 


tomaieiLity of malatalnine a cate in he canes ef 24 te Sidat 


With SPS2 million newly coined riyale olther arrived or in wes of 
shipment, nome of vhich had been tesved prior te October 1, 1952, the Aceney 
has powerful meane cf meeting the demand for riyals at the initial mite 
chenen, if, for rensonn already stated, this mpply doo nt coon adequeie, 
additional riyale exo be ordered, wen though the riyale ere dasued a little 
below coct, the ratmtenanes of a level of exehaneo faversble te Government 
sale of foretyn curreney revenve brings advantages which wil) apgh more than 
offeet the loss on ieee of new riyals. Seenwse of this situation, the (oy 
orment rather than the Ayaney ehowlé aesune any love on inoue of new riya) 


(uly oxporionee will tel] how many riyals and Candi Arabian sovereign 


will be necessary to cupply the country's naade et the level of oxehange 
raintained, is t sovereigns, tote) orders are twe million, all of whicd 
are dve te arrive im Geteber, 1952, iseuante of these, as stated, should 
be fully covered in riynle wnt!) the Apeney ie setiofied thet a smaller 
covertre wil) be adequate beth to maintain the ratio to the soversion (oub- 
SS 
lowe) of enahenge chosen, | 


he 


and the riysl, subject t: the understanding stated, will greatly adi te com 
Mdeawe in the nev sovereign, This sbctld lead to substitution of sovereiene 
for rizale, But the addition of now sovereigns way be partly offect in ite 
nonotary effects by their oubstitution for iritigh sovereigns, 

Saudi Apevia has e growing desand for monay, o sateriel pert of whieh 
is added to capital held in the form of hoards of eoin tn the ebeonce of a 
developed eynter of evwdit and imvestzont, Beginning in 1949 daudi arabia 
bas feowed « total Of 9130 million, In 104%f1 many of these wore tauge 
Pied owt beemse they were icoved oo rapidly Wat the value fel! too meh. 
Tut experience intieater that under conditions of prosper!ty and axpancion 
the country absorte riysle at the rate of semething tke M30 te M40 mile 
lien yoarly without disturbanse of the rate er of imtornal prices, provided 
that they are pald out carefully as required, 

Gan the Agency prevent the riya) from falling? This fs net an iomediate 
problen, but rather the reverse—tn contrast te the poaltten cf many curren. 
@ior of the world, Prevention of a fall in value of the riya) is not diffi. 
@ult, Unley tho Stabilisation ‘crosment with the United “tates, a fant of 
nearly 0 million dertyad from the proceeds of lendalease oflver supplied 
during the War t provide private interoeta with dollars is avallahle for 
purchece of riyale at the equivelort of a allver price of $0,72§, Xeyonl 
this, if the Aponey seeumlaten an unduly large eteck of riyale, ft oan if 
mecesuary use then as securtty for » credit t fae!litate withholding then, 
proouning that the Ageney wuld not wish te sel) then, — 

Tho wltinate seluticn ao @seusced in the fulleving chapter iv the ree 
tjostaact of the riyal aot wubrtitution of « less copenstive cotn whieh the 
Agemay voul! firrly eadntein at « fined parity with the ‘aud! Arabian severe 
e1gn and et the level of exchange hore!n regomendad, 


alice of the rival to the ney eoverskes 
In the pregeding ebapter it was sieve that the new sovereign should 
have « range of value in foreign exedange of about $10,00-H114(C, 
A patle @f Q0<) between the riyel and the nev govereign has Leng been 
@treusred in Seudi Arable, If thir ratic eam substantially meet the other 
eriteria bevein get forth, ant if it ie elearly wnderrtoed thet its maintenance 
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ia gudjoet to the? being MO aieiamtial olwinge in wold price: of gold or 
sliver, the aboice Of Gal wuld baw the great advamage of necting the 
preterance co the Govermmaurt aud the publtes 

Ae Mn) the cipal would hawe a yYallue of 00,265+Me275. ‘howe valves 
correspemd te a vame of 3114-3117 per dollar, %< ihe riya) ie mot brought 
to Us approxinate lew, a mtio of 40-) would give too high « vilus te the 
RAM SOWKO sy Meijey Ade 14 at the Level of about Jrl2 which existed 
about Ue¢tover 1, Faneo unless the viyai io brought we a lower leva) the 
Pablo af Oa) Lv too high, 


Taloblonof Ve cate to Dituce eaenor merewnl mat os 

Vaile the Covarment he» yot te decide about aurrency reasures to fellow 
fesuunes of the mev sovereiyn, it Lo tepertant that the present decision as 
te the level of rates ahould faallitate future nonetary polley, 

Chee the naw sovereiyn 1s succenaf\lly intreduced, tho ext measure 
should be to prepare ani iteue silver ant nino eotnt on a dontae) taste, 
This will involve aequiving silver for mew eotmyge, either from the narket 
or from riyal vtocks, Tt will imvelve withdrawing riyale from oireulation, 
firet for reoolnage awl later probably for sale as allvor. 

Cheles of a sowereignsiya) ratte of A=) would greatly facilitate a 
later Foadjusteent of the rival, if 14 prover feasible for the Ageney te 
palntain that yatio, Such readfustmomt ts dieouseed in the next chapter, 
Alec that patio tf 1% can be maintained for a moderate tine would permit 
romaiing Ue Qi at 25 40 th rigad cr 1,600 te the mow eovrcieny a0 
dincusoed in Chaptor VI, " 

It th nok easy U0 Potente Ue effogts of rush monetary reorganisatica 
om the Sniarmal waive of the riyele Thin @oin aight attain sows courety 
value as Ato vithdnavieetihough ite walue do mt Mkely te go much above 
ite ulLion value, the Ageray may well be  oller cf allvar, wines with « 
fiduchary eoLnage leoe silver ie Likely to be aeeded in the eireulaticn, 
Yiemee the Agemay should avedd being put ina position in which it would de 
exlied upon to buy en unine amount of riyale at prievs above whet 1% could 
CeRRRe nt at isd 14 add to ahewd ATE, 4 dee 
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Por veasens stated the chefes as to the rival's lewel ean be nurowd 
te the range Of Juhl to Jali) par dollar, 1o0., udert 10,286 amt (0,267 re 
spovtivaly, be higher walno alnont smetly eo responds te the praoamt 
parity with Mev York silver at 10,03) (sbowt 311)),. A value above [6,266 
(3231) would be out of Line with exchange rates in the past your, In fact, 
3:11 hee rarely been exeoeded and then only bricfly olnes 1945, ant ainos 
1947 Wiis level has been reached enly during the auemer of 1952, At 311] the 
Government would realise leon from its foreign currency incewa, “hore fa ne 
convincing wvidanca tint eholee of @ relatively high level wuld bring any 
material price degline or add to the affootive buying power of the mage of 
the people, These ales, rather, should be seught on lines other than au~ 
renay wenipulationely providing stability in exchange, a ocnvenient eurency 
interghsayeadle without cost, readjustment of ter!Sf duties ant Lnprovanent 
of custons aduinistestions and ty inereased produstion, 

On the othar band « figure balew 00,267 (3:16)) would run inte the risk 
of outward mmgeling ef riyads, ‘he riyal's walue at thet figure tn about 
7h Welow ite value at the Nov York parity, vith eflver at 00,09, In cose 
the silver price should rio te 00,08, the promiue on amyg)ing would be 12, 
Rates around $116) and a price of 10,80, hovever, did mt give ries te appre 
Giakle mnypeling in the first half of 1952, 

1 fever the followings 

1, Te bring the riyal to the range 3124=3116 or 3425-3127, copending 

on market reactions, The spread would be twe qirsh, (.0., adcut 
1% above or below the middle rate, The fieures would her 
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2. Te give the new sovercign 4 deller value viich, depending om the 
deeision as per paragraph 1, would be $1CyXm110,8F or Pe Tefl1.M0, 
At $20,60 the bellion parity would be about 145.00 per fine cunce, 
and at (22,00 46 would be about 046,75, A lowel of S45e00ub46,75 
for gold ds met Likely te be reeghed ahert of var or revalucticn 


“Me 


a ae geld, ov wedi: Gata Cee late bette 2 

siatentamedenamininidiidemenaiie 
hie We macket howd gratafully reoogniie, Ase At te Sn Dine with the 
payebalogy of the Covarment and the people and the requirsaante of subebe 
on | ui re a eTYul, 
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Tha soneee! rtp hat vernal tasht irabin voll bo the i, tet for 
reo pigeon) naj letoed lees expneisily Gdeqoas!on of defects of they gr 
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Tho praoent ripe) bes servo ‘aud! Arebln wll {a the port, but for 
reasons already eaplained (000 espoclally dAoeuselin of dafeets ef the gyi 
tos in Captor 1), 28 cannot be rated yon as & stable alamont fx th dine 
rency aysten, Creation of the hammtary Agouey glvae Sani rho machinery 

fur doing went 1 reascinbly prnctieahlo to steady the siya, Dut beeeure 
the riged 42 5 “full wight? oliver grin, theve oun be a aesuranes a0 to 
on Senn the Aasunp oun fed 14, ceabine 

Teguanece of « nav riyal with emller silver content ia the only way te 
wing tho riya) xithin Saudi Arabia's contre], It te the only vay to pro- 
vide © aysten of coins of qcuvenient doncnizaticns that are {realy exchange 
dle anciy; themselves at lund rates, without cost te the keliary ce sconcy 
i421 than be able te mantatn Sand rater by aifusting te tho demand te 
wet of each on tm clremletony The Agenay alec vill be able te pro 
vide for conyertihi lity inte dollars et etable rates. 

Vurtharnore the Agency om make the new riyal interehuyeedle at par 
With the prosont riya) go long ap there 4p no major change in the weld 
vale of Lr or in ther ba emda This wuld grestly feetlitate 

the trensiticn to the nev aysten, The igeney, however, cannot be required 
te keep a flnod rate for the ald "fall vuight! wfyal, though #1 oan of erurse 
do sue: te mintntve Mueturt ions, 

The nse of oliver ovine ith o menetary value strictly melntatiied shove 
Ade Deen un hoy Snap ope ost Ath Sal Seble prom 
Aon sa wt Ae te precedent, there are the girsh eslns, These have 
0 fined value of 22 por rival, wt are rule of bow nutale, Beeawie tho! 
mpiieray fre carte the 

‘tor wiyale at equal valve, this sitwction desi aot differ fren 

wcuine vhove valve wuld bet be affogted by their allver om 
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Yentenliie the present riysleciat upon the quantiiy being effreted te matin! 
Feqnirwente wal won free convert bility inte geld er fereiom avarange ot 

@ Simed per ant witbout lose to the holder, Thaw like the prerat qinsh cofns, 
they would moet the requirssent of exshanpenhtdity int thins of erin) value, 
4B awdorianse with Sharia lew, 

Tasuanes of such fiver coin weld mt te debssmment of tho currency, 
The ters "detemoat" properly appi‘es only von # country hae an rafirta'ne 
& aston of coins thet pase current primarily by wight, eef., 0 silver rtan- 
dard, ant puts out nov ooine with  maller excunt of bullion and then un 
dartakes te elrenlate these in unlinfted amounts as oyna) te the old ootne 
in power te tay goods or pay debta, Wothing Like that fe contempleted tn 
the prepoaed ehanga, father the nev eoine wold bo lintted in ancunt te 
the nese cf the streulation at the spreed parity, and wen)? be held firsly 
at a fined rete above the value ef their potallic content, ty free conver 
tbLilty at par on domaml, ‘he content vould net be of pract!onl Smportance 
te the people witag the ovina cs money any nore than fe now the yolue of 
qirch as nota, 

Dut regertless of the ebove arrument, it may be recalled thet the riya) 
wae reeeined shout 1§ yoars age ami lighter velpht eolne substituted for the 
former large coins, This vos jurtified by Mis Vajocty's power & take im 
portant actions that are clearly for the good of the Minden, iis Majesty 
was then able readily te reconcile the action with the country’s ted! tiene 
an lev, ‘The eurrency chanre new propened is certelaly we mere Gramtic than 
the forner Pooetnage, 

Nioreover, even under the prevent ayrten the rive) is wantines above 
and senetines below the valve of its silver content, These warlations re- 
@ult free such eamase as iemuarce or momeisauance of nowlyegoined riyals; 
Manes in foreige prices of silvery sales of fore’ pn curvenaheay restrictions 
on euport of eolnes nad the uxtont to ub! ch gold seversigne are put inte 
eh atten, 

Per the adore reasons 1% scene clear that the propesad olange oun be 
fisted > « meer of Jv ond prosoest Uf Lis sajowty ciins 14 wad 
W dostadde See Amtaro:t of the Lingo : 


hapddaly ost Gnwrlyage Ww 4 oi. di ebla’ls tore Veve wold 


tom ahowtld the change te the now qucteney basta be rade’ Currenay 

chance alums invelwe: none treutln and frtetion, ant the country oan mtand 
the chanys boot via ft fs prosperous ant the net!onal rewmnee ane Meh, 

Purthorere the monmvtery ayttan fs new fatrly wtonty, Tf the ghanye fs te 
Be wade, ft fe hettor te aot Wetle Mites ane fothy walt than when thay are 
geting badly, a.po) What the weluo oF the rfyal comet te helt wteady ag han 
happened tn the past ant way beppan again ff mw action ty taken, 

Auuna oh currant csad isa uae la oma blak ide abhi i kai 

Jn the past hundred yoara soot of the yorld des moved from a bimete Lle 
ayer of gold amd allver, or come type of aiiver standari, te aysiens based 
wpen geld, The experience of these oomtuies gives valuable guldonce as to 
What to do and whet mt te do in effecting currency reser, She evmbyloe 
Whees experiance | anelysed were based on silver primorily though same of 
then alse made acue use of gold ab varying rates, “ho main types of paform 
weed in shifting to 2 gold bacis are aralyned below 

de Qurenareoutrachion. This method consdate {a topping inewance of 
Rey money ond waiting for epowth of population and of Wwalness activity te 
qeise the value of the coin above ite bullion value by peasen of additional 
deweni, lotable examples of this nethed ware the Indinx refore of 109}=9€ 
ani the ‘tralte dottlenent reform of 110}, 

In 1093 India closed ite mints te We free colmye of silver vben the 
@zehenge velue of the rupee was about 15 pones and it) gllver content war 
worth abewt 14 pense, Due partly to thio sen@ure the price of silver fell, 
oe that tho silver dn @ rupoe was worth omly about 10 pene, The exshence 
value of the zupee fell te about 1) pomees and thom eredually rose te 16 
poner, Vere it vas etebilived wt a level well above nliien parity, 

The Straite Sottlenents reform was sinilar t that of Tolle in {te um 
derlying principle, Wut ite exeutic wu mb very goul io thet there var 
Gelay at bositabion in fixing the new exohange value of the ouryency, 

Take mothee of reform is cartalnly ort edvieable for oud! Arable, 
duper’ opinion generaily agrees that thin procedure, Wich ralaoe the foreign 
emadanye value ef the gurrency ani derre ea prices, causee must meedioen 
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be apeatal objections, So many riyals have been coined, ant ro hany might 
eons out of hearts 1f their value vous, thet ae om ould toll bew Jeng it 
wild tale to raise the wilue, Meeides the value of the riyel for sate tine 
hat bean nootly below its bullion walue fa foreign markets, To asgure again’ 
salting or expert of sotne thetr menstary walue vould have t be raiesd, not 
pevely above the preasnt bullicn eqnivelont bet above the equlvolent at any 
likely Meher pelos of silver, ‘The price ef aflver migit go veil abew ite 
presant level, Hance this type ef reform yould mean ratsing the rival to well 
above 10,30, Sueh setion would have carious deflationary effects, Alive it 
weld couse difficulties in Goverment finanes by reduaing the sunbder of 
ripels Yealined from sale of foreign currenays 

2 (ising # now onmbenye rate al oreant aubelistion of om fan gd 
qumrendr. “here this pethed was weed with meoeso the Goverment or thw 
tanke have helé larve qeunts of the €)¢ silver goin and @ feveravie silver 
price bar helped the reform, Good examples ef th's net) | are tho reforms 
of Japan tn 10978, ef Venter in 290S07 and of China in 1935=i6. 

Tapen's procedure vas (1) te adopt a new gold yon unity (2) to redeem 
the ol? silver yon fm old et par, which wie a 2! ttle above the you's tule 
fen velney (9) te o@2) the eflvery ait (4) to famue new eflver coins of 
3/2, 1/5 ant 1/0 you baced om the new grit coin, Sopa was able t do this 
beth baeatac it held @ large fore! nr curr cay reserve am! ‘ecane the mati 
sum ansunt of old silwor coins Chat might be presented for redemption in 
eld wae pretty wel) tows, Ai‘od by 4 wieg fn the silver price the reform 
Wie cocrm lished vith euccess, 

he am‘ can and Chinese reforms vere eneried cut unter videly different 
eontitions but hed many fenteroa in gamman, Jn beth ensow the procedure wu 
& fix 0 valve for the nev currency in gold or foreign exchence, to ool) 

Oi }vor reservos ant substitute reserves of gold and foreign currunay, te 

vithtrey ant nal) a)¢ oflver eofns, unt to ‘egue now @>inn amd adliticns) 

paper weney baced om the now otantard in placs of ibe eliver eolos Witla. 
Warten renoinnd ite allver art alse fe.ued pold oo\ne and gold certificates. 
‘China gioeti tuted Atokel ooine ant den’ notes, The silver riue tet faetlt- 
tated Vantoo's reform wat ie largely Wa hewvy Lilan bwytey of o'lver. in 
Se PS eaaS tees 
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to ratve the ei lver pricey an! the rise bad the double effect of eanalng 
Chine to give wp the silver rctantard and xeking {t possthle fer China to 

sel. ite silver at peed prices and thus establich curronoy reserves of geld 
and foreien exehangs, Soth of these reforms were sucees:ful, ‘They wre 

arr {ed through promptly anf eeused 9 rimimm of disturbances onse they ware 
untartaren, 

This general type of s{lveretamiant reform: in the neat deskruble type 
when conditions permit, uta prompt readjustment on there lines is ot new 
practicchle for Saudi Arubia. First ig the fact that the Oovermeant amd people 
are Rot mow prepared te adopt ouch a change, fxper!once with the tram#ition:) 
plan under vbich the new sovereign en! riyal are linked at (Cel, subject te 
mubstantial ehayes in world priges ef gold er silver, 18 necessary latore 
8 further step is foasible, later vhen the Kamtary ‘enay has shown by 
setual operations that it can maintain a more stable somtary aftuntion, the 
time wil) te ripe for s mae funiwiental change, 

There aro several further macens why a quick chamo to 4 mow riyal ts 
Miftiond: 

(a) tha Government and tho bunks do net held o larpe proportion of the 
mubatending riyele, whleh could be dellanted ant yocotned, though thare ave 
gene holdings of rtyule in Miyadh, There fa me note ionve aml benee me hold. 
ing of mote iocue renervoe, 

(b) he extuting amor’ of riyalo in the oomtry is net lvwn ant age 
mot to epprextantoly estimated, Teta) colmyo “neluting orders placed in the 
owner of 1962 Le {AMS widlicm, st Large ancunts have been exported or 
malted and mo om can say bow much, Yoermse the mont of riynls exivting — 
eennet be lov vm and becuse of the uncortainty of fwture ellver prices, {t 
wuld bo very risky for the | creimant to undertake to couvert riyals at 
fates differing much frep current sarket prives of silver, 

(o) large wmounts cf riyale ere beld Uy besipecvse as warking omp {tal 
and are hearted by Lndividuals, It in Gifficwls te tel. in advance to whet 
extent people way contimm te hold then am to wat extent these would be 
prepented ‘n the oyent of conversiia, 

Se EaAMaL atime tion for acne tian of 24 i mow edge Tht 
wothed has been used vier ornditions dot permit « prompt ahift te the new 
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nie Wa 2077 ‘ho ftbecente es Foon step, hn, psd ante, ae 
wen elrewatton of Outeh geld ccimaye, and Ube andthe aiver and copper 
eine of the Imiies wore tied to gold at 4 fixed rate, fut a lange part of 
the eirqulaticn consisted ef ipanish, “sxiean amd other silver golne otreue 
lating at their Wilion yalue, ‘he lovarment permitted the latter silver 
te ciroulate in Ounatra and Dernec for nearly 30 years beosnee the people 
beth preferred 1% and weed it extensively to finance trade with nearby 6il~ 
ver standard countries, 4 further reavon war the fact that during nest of 
this period etlver wes depreciating, and paymant of lcen) wages and other 
tapences in aLlver was of advaptare to producing erepanien, Neamhtla, the 
govermuent contimed to accept allver at about {te current market value fn 
paynont of tamea, though at a mall diseount fn order te dicecurage tte wae, 
Finally wien nearby ecuntries, expecially the Straits Settlements, hed abe 
anioned silver, (t vos withdrawn from ofrowation fn the latios, 

The Thilippine currency reform of 1903-05 involved fixing a new unt 
eqpal to half the imerioan dollar anf femdng a now Thilippine coinage of 
@ilver and copper, The nev ootns vere bacel on thy pold~axshanee standard 
ince no gold ocim vero isoved, The yalué ef the naw fidielery soins vas 
maiatained by limiting the quantity to the meds of the clrewWation at the 
Tayel chowen ant redeeming thon by drafte in Mmeriew currency; ant ws kept 
free pining by provielon fer fomtng nd@itiona) oofns Joeslly against puy- 
Rewt fn Avertoan currency, 

There wus diffiedity Gi fntwodueing the mov money beomioe tte value in 
forvign ekeloige var « Tittle above the value of the elf *ht2ipine art Mem 
{ean etiver quits thet haf long been cirevlating, ‘The old aeney woot as 
far 06 the tow In purchases Ln lowe] markota, Wut people preferred ft beth 
Deomice of lah!t ant beomue it was cheaper be eViala, To fores out the old 
etlver money the authorities preeeviad br stages, Miret Guy panved the 
lege! tender privilege, ‘Thea thyy transferred al) goverment ularion uo 
Well an all tenes and public charger to Ute new caxroney, They prohibited 
fnport of 6! ivur wtaihasd acwny cf ell Eten, They fixed a date after vhiteh 
nip uly paneer eenpanhermpasrenentreteas 
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wet yates, Pinlly, they passed a law, effective after several nonths, plening 
progretndvely (nerencine tames om contracts In the eld womay ant erecting 
hich Meonse charger on business hevses amt fmiividuals making ary wee of the 
cld corraney, Ty fixing on ntwencr date people were from wuftietant time 
te put thetr pftates on the new durranny baet!s, These menmres wore affeet!ve 
te driving out the olf money, oy its 
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de in my cpindon bast adapted to auld Arabia, taking account of present eon 
ditions and the attitude of the Goverment and people, The preformed plon 
ia firot ty otabdline exobance ina given range as alrenty deoerited, but 
without immediately fetreiveing a new atlver eclaye, cater, a3 suon ap Lhe 
situation permits, a new cilver coinage would be imtroduosd, 

ben tho timo de ripe for readjucting the riyel, seme poried of parallel 
Glrovlation of the old and new pigals will be necesmry, This might be ip 
one of te forma, ‘The first would pemr)t if there ts no subetartial chawe 
$n world prices of geld or ei iver such as would upset the 40) ratio, Th 
thet case nev rfyale with swaller eflver content ould be mubstituted monthly 
fer present rfyale anti! they substartia)ty dfeplace the latter in the ofr 
@alation, 

The segend form vould te if the prevent riya) bet to be pormttted to rine 
in value fn terms Of foretrn axohence, Te that care the now riya) sbeuld 
have a different value, Which ought to be lower, The maf aloments of a 
Plan to meat wath a gftnation ard outlined fn the section at the ent off this 
chapter entitiot, “Msormatting nithel of senffuttiar tha cfml". Ot the 
first fors fo much te be preferred ff world priess Of wtlwr ant pel? poratt 
Sto adoption, 

the felteving prinetples whould in ny optnten povern the road juotment ef 
Pe ere SRSA IER ER = 
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Lose than 11,29) por cuncomtime giving food protection againat melting oF 


exert, , 
2. frefernbly it should be slightly larger, to make It readily dine 
Ungudabable and also w oustain confidence, 

Se ‘ho half and quarter riysl coins should have elightly lees oflver 
ther the riyad in preperticn to value, te heve a hicher pelting pein’ and 
thus te stay in cireuletion if seew umferesveabhle ever: should reise the 
Silver price to the palting pofnt of the riyal, 

4. ‘there sbowld be « dwpiyal coin of the sane silver content ap the 
awaricen dollers ite Belting point at the value civen wuld be above 1,2° 
par cunes, Jt would be aquel te a tenth of the now sovereign, ani £12) an 
inpertant gap in the pravent ayvtes by nesting the demand fer @ ooin of 
jarper dop-ainaticn than the riyels 

$. All thee ocins sheuld bave am ineieud ‘seeurity ede", to provent 
counterfeiting. 


ile ewnlant 

The present riyal, with 145 preine or .3A375 ounces of fine allver, is 
worth $0,206 os \ullion with oflver at $0,094 per cuncs, The riyal's bul- 
Lion value has oxeosded its mcnetary value during most of the past your, ap 
show in Chart TT, tut net by a margin eufficiont te cause appreetable amge 
Gling out of the coins, Clearly in a reorganize! monetary systen the riyal 
mt bo given «a enaller silver ecwtent te ave!d rick of the colina going ovt 
of etreulstion, and also to reduee the eort of minting. 

Swd! Arabia's stlver eurrerey vil) be well proteated if ite "melting 
point” 1s met tees than (2.29, which te the melting potint of the United — 
States ativor alien, The nelting peint of other United States silver eotne 
te about 1,50, If the rfiyel fe given a value of about $0.27 the new coin 
should ecmtetn about 100 grains of fine oflwr if it lo to have « melting 
point of (1,202) or about 99,5 graine at 41,58, i 


‘Uinta meleht aol congeaislon of new elim elas 
‘The new riya. preferably ohm! be a l'ttle lerger than the elé, If the 
fine silver content of the oew riya) is retueed, an ineroase of sise wuld 
balp to sustain confidence, ‘leo « larger sise wuld permit ready sorting 


f atend lote, faving the coourity odce as hereinafter roccemenied is mt 
eamuch Ye fae! tate wartings the Tuddan rupee hes a aegurity edge and io 
the sane sige as the presont riyal tut of aaller value, bance « rupee ould 
eo paged off as @ new riyal if only the edpe were exmatned, 

The prosent rival's dismoter is 30,9054 will tmotars, 1 suggeot thet the 
few riyal coins be shout Jie6S millingters in dlaneter, vhich would make thes 
rally distineuishables 

As to walght, an ineresse would be unwise boeauss the coin alreudy Le 
Wulay, 4 coln's weight inersages propertionately t the aquare of the 
Aiamoter, haves a eoim 31e65 willimeters An diatoter and ag thich os the 
riyal wuld weigh about 153 grains, To gvoid incressing the woi/ht cwr the 
present 160 grains the nev goin could be slightly thinmer, 

If the ney riya) chould have the sewo weight as the prevent riya) and 
be KG Sine it would coptaln (© graipe of fine silver ani ite malting point 
would ba about "243, That wuld be a eafe figure, ae now foresosabla, 

The best alley for the new goin in sy jedgrent wuld be a quartermry 
alley auch eo is mw weed in Crest Aritein, tality ant clombare emmsteting 
of $00 parte silvan, 400 copper, 5 eine aad §0 nlebel, fut niche) te probe 
ably not availatle, Mint experts advise that 6 suitable alternative te 500 
Silver, 400 copper sod 10% sine or manganese, 

The balf and quarter riyel coine may be the sano aise as at present, 
tut 590 fina, Tims thetr nelting potmt weuld be slightly abevo that of the 
Fiyal. They evuld readily be distinguished frum the present coins & the 
vecurity edges SDary 19 we rand te alter the elms te distinguish then fren 
foreign coins thet might easily be mbett tuted, 

The propeard mew deriya. eoin, of the ome aime as the American 900 
fimo ailvar dollar, might will have « finemas of 916 2/3, the sane as the 

precemt riyale thie would pimplity qylaining the nev going Ite melting 
polit at the value prepcesd wuld be arcunt fled? per cunce of ailver, and 
tus 1% would be well protected. teoathy this should be the first silver 
ooin te be ieewed on the new | Nests mp 
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Swmary of proposed silver eoing end comparison 
Denomination Weight Silver content Diameter Thickness 
1, Proposed coins 
4 riyal 26e2hh 916 2/3 24.0570 38,10 2.84 
1* 11,6638 500 5.3459 31.65 1,56 
+" 5.8319 500 2.6730 24.3840 1.% 
q° 2.9160 500 1.3365 19,5072 1.08 
Tl, Present coing 
1 riyal 11,6638 916 2/3 10,6918 30,5054 1,67 
ie 5.8319 916 2/3 5.3459 24.3840 1.36 
$2 2,960 916 2/3 246730 19,5072 1,06 
Quantity of new coins needed 


Consideration of the need for riyals must teke account of the extent of 
demand for the new Saudi Arabian gold sovereign. 

Ho one can say how many British gold sovereigns are now in Saudi Arabia. 
In 1948=50 Araneo brought in about 10 million sovereigns for its paynents to 
the Government, But thet was far beyond the country's capacity to absorb 
money end most of the coins, perhaps as mush as 90% were exparted, 

The number of new sovereigns needed will depend upon public acceptance, 
and in particular upon how far and how rapidly they are substituted for British 
sovereigns, With a rate of 40-1 for the riyal as announced by the Minister of 
Finanee October 4, 1952, and an assured value in dollars, there is reason to 
expect that the Saudi Arabian people will receive the new coin well as a national 
coin, Substantial amounts will be held as personal and business capital, This 
will be partly in substitution for British sovereigns, and as an addition to 
Capital funds as the country develops due to developing oi] production and the 
general tendency to progress, 

Modernisation will gradually leed to increased banking facilities and 
tend to reduce hoarding, iverything practicable should be done to promote 
investment in various productive enterprises, rather than to hoard, But 
monetary habits are slow to change, and hoarding of gold end silver will eon- 
tinue for a long tine to came, 

It de dmpossible at present even to guess the quantity of new sovereigns 
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Only about S25 million of the 1952 coinage het been tamed a of Cototer 1, 
1982, 

‘The abow: totals include half ant quarter riyals worth a tetal of 
SR3,§ miliien, Mut SN2 million of these constitute « resent order free 
Wexdeo and hed net heen femed as of Cetobar 1, 1992, Tt fe not cortetn 
that there will be a demand fer al) of this reeet order, 

Cartainly the quantity of riyals tn Saudi Arabic ic mich bale the 
figure of about SR2O million tnmued to Cetober 1, 1992, Many riyale have 
been muggled cut or wolted, Tt hae bean entinated that [02 or more alliion 
nonthly were being smugeled cut at corte’n tiees 'n forrer yoare vhon the 
riya) vee et 6 large discount compared with the prigo of silver tn Indie and 
@loehere, If these fipures are correct, ant oinee tho amugg) ing eontinved 
for extensive periods, it 1s ponetble that the vtook of riyels has been ro 
dueed te scnething Like (RIS wfliicn or even lens, While such ostinatos 
are in the renle of guodsewerk, the avareye per enpita holding if tn the 
LEED © 6 CHES & Wee Se ae) Gees Fens Cis 9 elie 
rteht be sometbtng tho SRAOAIR or roughly the oqtvalent of Hat at our 
rent emphance, 

Sines the mew colne vould met te full veight aflver ontne, they wold 
not be howrded as extensively an the prevent rival, Im Gguill Arebie oflver 
coine traditionally have served nt only for hendetechaml efreulation, tut 
are bald 29 personal an’ vwainer: @arits) aml take the place cf bank darcette 
amt other ferme of saving in more biph)y developed countries, heosnt pres 
pet ete mC RANT RETIN Om 
‘loc many riyale are hel’ in Riyadh, ’ 

The belt end quarter riyale are pt usually bearded but eireulate ac 
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tively, ‘The fast that only 72,5 milion of theas haw baen fsauad up to 
Coteber 1, 1952, tonty te conftve thit the quantity of riyal coins weed for 
sotual handuto-hant efron'atton ds much loos than the tote? tn the country, 

Power of the nev aflwar cofns thar the present nomber of riynle wuld 
be nasted, Ontoubtedy many riyale 412 conttme to be bearded aMer cure 
Foncy reorgantention has taken place, The prorosad new fertyal coin, hoverer, 
night prove quite popular fer hoarding, 

Cady aetual eaperienen will shew the total quantity of new silver eotne 
needed, Dut it seme reancneble to cueco that the per copite clrqulation of 
the new coine aight be in the renee of SF%=52, The requirements would Lm 
@reene crefually from the wimimum over a period of tine, Tor 6 miliica people, 
the tote) equivalent would be in the approximate range of 40 te 70 nillica 
ev r'yalis 

we way chogk thene figuren by ecmpariscn vith other countries, although 
Mt io very diffiowlt to eoupare per enp!ta elrewation of silver eotne in 
differvnt countries, Henetary babite very, Also the oxtent of use of paper 
currency of mall denominations differs from country t country, In iigrpty 
itblepla, India, Indonssta aml rexien the por oapita etrauiation of silver 
Goin apoording to available date bas been roughly of the order of M.0" per 
Capita, It ie arwund tutor that f! ure in the Metdippiness 

Allowing fer abuenes of paper money in Saudi Arabia, the above amiyais 
wuggorta that an initie) order of sew pdlver coine equivalent te about i2,/0 
par capita 1s adetmable, 4 flirt orton, therefore, might be fir ovine uit 
© fage value of about $20,000,000 Cintéed egyeexinetely as follows 

Bs os ae ‘oetes bmi 
1 ieee see 
Seep eter 
TOTAL binsRacRneg 
the renter for propoetne oo small an tnitia? toons of half ant quarter rivets 
to What tote) teue of cotne of citar value ( ant  riyal) as of ‘eteter 1, 
2082, te only HR2,5 militon worth about (400,000, 

inrengoneats shen! ba mate tor oreamt aameution of refers y Inend ebr-a! 

fer making witttiene? oflwr no! efor eofne te meet firthor donant aa ft develope, 


afiie 


The domend, ap ctated shows, might cal) for a total of there coins worth 
$1d424 nAliion in the mot distant frture, 

Om the beats of the fine silver content of cofns mw comtampleted, the 
cost cf meh ap outer of coine worth §20,0°0,0 vould be abort $5,500,000 
With Gtlver at MOR) par ounce, It wuld require adoub 6,600 Cine emnooo 
ef cilver, Hones the greee sotgnerare prvfit weuld be about 14, 505,00" apd 
the not ve! gnorage mb-nld be ever 4fihe 


Uadntenaune of parity of the new going 

The basie way te assure thet te ovine remain at parity and mofthar rice 
above cr fal) tolev the value vet in terme ef foreign axohange fe te adjurt 
the quantity of each kin’ ef eetn te the demuml, the henstary Aganey vill 
prevent an {nerenee in value ty iacuing more eodns when requtredy 1eo4) ubom 
their value tends to rise in tome of foreien exehange, In that ease the 
publie will seek to by riyale from the hanks, and the dente in tum wil) 
cone to the Agency, (n the other hent, ff the value tendo te fall in foreign 
exchance, riyels will be prosanted to the hanks and by them to the lgeney, 
Voieh will sali the axohence emt vithtrev the rtyale fren efrewletion, The 
igeney time will regulate the anennt of veney needed at the f!xe) lowe) of 
fore! en muphanes 

To de thir the Agonay needs @ reserve, or requlater fund, The Mret 
souree of thie fund fe the selenerage or the aeount by whieh the wlue of the 
Coins as memey exmeade their cost, (nm the beeis proposed thie fund will 
ancunt te about 40% ef the ynlue of of lver eoins fromed, {{ wo aoe thet 
the price of ctlver roeaine at [0s8% per cunee. 

18 tn moot unitkaly thet the Apenay will need te wee as much as 40% to 
rodem coins presented te it, lone before the 405 would be wed up the cin 
culation vould be contracted pe that the value cf the remin'ny eofme ve id 
rie, ut {nthe warly ported of romtary reorpen‘matice there (cht be 
seme tentenay of people t eal) for rederption unti) they are ure that thay 
fan cot ful. welue for the nev ovine, There are adequate means to mest ary 
root davend unter the plan veeroem, 

There {* the Stab{limntion Punt of nomry 0S milton oct wp by agresont 
vith the Anorionn Goverment, thie fun! my be sod to tay ant hold Saud 


~e 


Avebigh silver ooins, feared et a price of 80.72 per cunen, hte tum 
farther buttresses: the currency, 

Finally the Ageney eould borrow ayn !net the eflver contained tr ectne 
handed fn for pedetion, ent thar find (f neoreeury enouh additional unde 
to redoon praetieclly the entire temante tae ax cxtraps e:20, 

cme the eu eureney te fey etabltod the pay artes thew vor 
macethiy, Tt vill be of epesial value te provide the extra ancunt of nonay 
Wie to mented at the tine of the pilgrinage, The pilgring vill sell fore 
wien ewabance for Leen) eerrerey to nest thelr expertss fn Samal Avabia, The 
eeustery oiventoticn will then expand, After the pilerinare the ourples 
money vill cme bask to the Ageney, which wil) them withdraw 1+ untd) it te 
again nected as evidenced by s tendensy of exchange retes te rita, 

‘The reserve cleo vill amble the Acaney te withdrmw Leos) aurreney 1¢ 
oh some future tine there might tempeynrily 9 a lessening of tusinece so- 
Livity, carey tm Onee cf & sleep tn world demand fer of2, She Cove rmeanit 
abould build wp and lodge with the Agenay @ large reserve againat this con 
tingsney, Turthomore umler present imtornat!cnal eondittens the Jpsey 
ahould held a stgeabe recorve which wuld be evellable for we in evping 
with dieturbaness due t: var or threat of mr, 

Samastatng, (e veserve fend weld to qrvated os Siow 

lL, 'y the Agoey femeing a2) the goins for thety ful) ponstery 

valu, ant setting anide the oncunt by viieh reee'rts exnest 
o. eee 

(PA. tied yy oy XS 
5 et 

| tor podem; Loe, . if neseseary, 

The reserve fun youd be trust fund to be exmarid oly for the fee 
a ESD 


ote gt pe or) Cay 


uchesiy Gkraheaee ata en Meee 


the pooorve wuld bo held in the fom of geld tars ent Sent irehien 
old coins An the Ageney's weulte ami/or abrewt in tens of high stenting, ot 
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the rete of 995 par fine ounesg or ‘nm deposits in harks of hich otanting in 
New York, 

S table containing a enlewlation of reserve for differant amounts of ofl- 
ver eofns iseusd ip piven as Annex ’, 


Utematire webbed of reed inating the chek 

If as fc hoped the rtyn) ean bo held steady at 40 te the mov gold sever. 
eign, ani at aboot 00.27, the eurreney plan above mt forth will be the sim 
plant ant bet, fut if before that plan is put inte operation there siould 
te major developments thet seve the wales of the riya, much os a rise in the 
silver price, changes in the plan vill beecws mecesuary. 

In that ence the Covarmment oeuld fame a nev sflver coin valued ot either 
Leth or 1/S0th of the soveroign, To facilitate introducing guch a cotn, it 
@hould have @ value definitely below the value of the riynl at the time or 
ite prospective walus, To choose « bighor value wuld wake {+ harder fer the 
nev mesay to gain seceptance, besense cf having & snaller silver eontent, 

‘Chofen of a rate of 1/50th wuld protehly be better then 1/40th, the 
Goin than would be an entirely nev one, "to inteednetion would be onalor 'f 
the old riya) epuld be held stemdy at @ rate bearing n simple relation te the 
pew coin, oveh ae five riyels equal te seven of the new @ein, or two equal 
to three, 

If the rnedjustwent hen te be ef this typos a fairly extomied peried of 
twanaition with parallel oireulation ef teth kinds cf coime woul te neces 
ary, The Covermment should oneournga in avery practiualle way clradation 
of the now cefm andy after (t in wal? aotabitahod In the perple's confidence, 
@emenee proemre against uo of the old, During any period of parallel ofr 
@wiation shops sould be required to publish the rater at Wick Shay will ao-~ 
ort beth qurrencion, to prevent miownderstaniing es wall as to prevent 
Giseriniration scainet the new coins, Aloo the overmment ould fix faver~ 
able pates for seasptans of the now @oim fer taxes, te ongcwrage thair i». 
Pie lly vhen the nev eine are in preponderant use there might be speeis) 
Gteerinduatory taxee on purebared ap! selos im terme cf the older coins, 
tf abe pale (4 be Re Pedant ii gua Wye y 


wary war: of Rene oo. cman 









































ws tho hrat (1/28 riya} ) ani ite obs Svi gh omc are fuprescnted ly the 
following colnet 
‘rah be5 (75! copper % 
a ER ho | a eg 
. bet = (25 alchald 2% 1.405 














Total coinage of thene, vhich were made tp 1947 tn the Vnlied States 


Mint, wast 
oumlar clue Lerliade 
1 gira 7,190,000 IRQS y000 
A ye 26,592 
r Z4s00,000 Blt 
rela mass 
ihe cateof the ize) 


‘The wate of 22 qirch per riya) is odd and ‘nocrventent end as soon os 
practicable should be chanced to 2, This vould involve @ sl{pht deproctae 
Sion ef the qirah, bet this would soon be aecopted and should eaune Little: 
disturbance, (ines me individual holds moay qireh e6'ne, no one aleuld multer 
any approcictie Love. 

Mis change, If An the seantine the rate of Ata) 6 naintained lutwnen 
the riya ant tbe ev sovers!cny wuld ml 240° qieW qual con scwotn 
be pst itty of ghrib in Le Angaig a in soe psa 

te Dae wpa es 22 yor Bay uty WHE ar 15 wt ie 

of year denend for ninay., “Yore qiewh end telsehvertsll oedad, eapestatty 
“Af the value it te de rodoed, Sy 4 atrwh coin to fn mel dement and not 

nay wore of thean are novded, 
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Somposi tion of nev eirsh soins 

If nickel is obtainable for coinage of cupro-nickel coins like the 
prosent ones, the change to the new rate of 25 per riyal would be easier 
if the new Goins vere exactly like the old, The public would accept the 
Change more readily, But coinage of the quantity recommended below would 
require about 64,500 pounds of nickel and since nickel is subject to allo 
cation it is doubtful whether this amount eould be obtained.” Also about 
193,500 pounds of copper would be needed, and copper is scarce and subject 
to allocation. In any ease allocation would mean considerable delay, 

If nicke) proves unavailable, there is a choles between coins of (a) 
aluminum alloy, and (b) chrome steel. Both are durable ond mike attractive 
ins. Meny countries gu¢cessfully we aluminum coins. Chrome stee) is a 
newer alloy developed by the tnited States mint authorities and which they 
consider makes good coins. 

Assuming nickel is not available, I recoumend using chrome steel, It 
has the merit of being heavier and more similor in appearance to the exist- 
ing qirah. 

If chrome steel coins are made, they should be of the same size as the 
present coins. If, however, aluminum is used, the coins should have the 
same diameter as the present coins but should be somewhat thicker because of 
their relatively light weight. I suggest for the qirsh coin a thickness of 
approximately 1.9 to 2,0 millimeters, or about a third greater than the present 
coins, The exact thickness could be determined on the basis of sample blanks to 
be approved before the order is manufactured, The Italian «luninun-magnesim- 
manganese coins are attractive and durable and I would favor use of a sim 
ilar formla for new Saudi Arabian minor coins if made of aluminun alloy, 





# The caleulation of weights based on the quantity hereinafter recommended 
is as follows: 
Grams veight Total weight 


8,000,000 44,000 
t. - 5,000,000 3s ome 


This veight of 117,250 kg. would comprise 29,312.65 kg. (25%) nickel and 
87,997.65 ke. Copper. 


wile 
la any ease the exloting dios can be wed, 


snantity ended 

Thore ta no present nood te replags the ax!eting euproentoks) ginah 
coins, ‘This geuld be considered later {x erfer te make the eleulatton 
uniform, Cld amt naw coin: gould efreniate interchangeably, and the Sault 
Arebian Monetary ipeney could watntein than at per and cAfust the quant! ty 
‘im ciroulation te the dovan', 

1 gugeest ordor!ne in the first izstance the quantities an! doncine 
tions stated below 


1 qiah £,000,000 "e 
! ‘ 54000, 000 — Sd 
TAL SR590,000 


Juah an onder would increase the present total cirgulation of sbout 
SRELS,000 by nearly GOS. Tt chould muffice both to west the further need 
fer girsb ouins ani to hold a lower rate of 25 qireh per riyal. 


AMNIEX J 
SAUDI ARABIAN COTNACT, 


(Data for 1936-50 inclusive are from the U.S, Mint annual reports) 


I, Silver 

Year Total Cumlative 
1936 2,500,000 2,500,000 
1937 3,000,000 5 00,000 
1938 1,310,698 6,210,698 
1939 389, 302 7,200,000 
1940 1,000,000 8,200,000 
1941 NA 8,200,000 
1942 ma 8,200,000 
1943 NA 8,200 ,000 
19/4, 30,000,000 38,200,000 
1945 17,000,000 55,200,000 
1946 (a) 10,288,000 65,488,000 
1947 (b) 14,712 000 80,200,000 
1948 3,300,000 a3! +500, 000 

1949 60,000,000 443,500, 000 
1950 nil 1,3, 500, 000 
195 (c) 77 000 000 270, 500, 00 


(a) Includeg $00,000 4p + riya}s and 500,000 4n ¢ riyals, 
(b) Inclyden 250,000 in + riyg}a and 250,000 in t riyala, 


(c) Includes 1,000,000 in + piyala and 1,000,000 in + riyala, 
The 1952 figures also comprise 25, 000, 000 riyala ordaped 
in 1951 but received early in 1952 and 52,000,000 riyals 
ordered in 1952 whose delivery 4s not likely tp be gom- 
pleted until January, 1953, 


TI, Minor coins 
The following cupro-nickel coins were obtained in 1947: 
Number Value in riyals 
1 qirsh 7,150,000 R325, 000 
qirsh 10,850,009 246,59} 


qirsh 21,500,000 
TOTAL 


III, Gold 


As of October 1, 1952, the following Saudi Arabian gold sovereigns have been 
coined or ordered but not officially issued: 


thmber 

195] 1,000,000 

1952 1,000,000 
TOTAL 2,000,000 


In 1945 and 1947 orders for 91,210 and 121,364 gold disce respectively were 
executed in the United States, 


TV, Place of minting 


ANNEX IT 


BRITISH SOVEREIGN AND SOVEREIGN-RIYAL 
RATES OF EXCHANGE AT JIDDA, 1945 ~ 52 


Source: Netherlands Trading Society and Banque de 1'Indochine daily records, 
except that sovereign quotations to April, 1947, are from Aramco, 


British Sovereign, George Head British Sovereign, George Head 
In Riyals In U.S, Dollars 
Lo 





High Low Higa W 

~ 1945 
Aug, 15 ~ 31 61.00 57.15 19.00 19,00 
Septenber 63,00 57450 21,00 19,00 
October 66,41 60,'75 21,00 18,50 
November 70.00 65.41 19,00 19,00 
December 71,25 67,25 19,00 19,00 

Year 1945 
from Aug, 15 71.25 57,50 21,00 18,50 

1946 
January 74,00 70,00 19,00 18,00 
February 84,25 73,86 18,50 18,00 
March 89.00 79.50 20,00 19,00 
April 80,75 72,36 20,00 19,00 
May 74,250 66,75 19,00 19,00 
June 69,00 66.25 19,00 18,00 
68,68 61,50 18,00 18,00 
August 63.75 62.00 18,00 18,00 
September 63.25 60,00 18,00 18,00 
October 67,50 60,50 18,00 18,00 
November 67,00 65,00 18,00 18,00 
December 69,50 67,00 a. 18,00 17,00 
Year 1946 89,09 60,99 20,00 17,50 

19,7 

Jamary 68,50 67,50 18,00 17,00 
February 68,50 67,50 18,00 17,50 
March 68,25 65,75 17,50 17,00 
April 66,91. 60,00 15.25 15,00 
June 64.50 60,00 14.75 14.25 
July 64.50 61,75 144,50 14,00 
August 62,00 61,25 14.50 14,00 
September 69,50 62,00 14,50 14,00 
October 68,00 66,50 14,30 14,25 
November 68,25 “2 44.50 14.25 
December 69,00 §.00 16,50 14,30 


Year 1947 69,00 58,00 16,50 14,00 





British Sovereign, Georre Hoa’ 


Pa SS! 
ke ORE (RR 
1948 
January 68,00 63,25 
February 46.0° 25C 
March 66514 65,00 
April 64.68 63,25 
May 63.00 61.45 
June 6500 00 
July 65.00 00 
August $2.00 61.00 
September 60.25 54,00 
October 57,40 54.25 


November 57,00 52.75 


en 


High 


ae me 


16,00 


British | Sovereign, George Head 
eee ae ees 


Low 


ES. Fy a.’ ee YT | TRE 








Year 1948 68.01 52.25 16,00 12,75 
1949 
January 52,50 48.00 13.13 12,25 
February 51.25 47.25 12,75 12,00 
March 49.75 45.00 12,50 11.70 
April. 53,50 50,00 13.25 12.60 
May 57.50 53.50 13,10 12,65 
June 57.75 56,25 22.75 12.40 
July 60,00 57,00 12,25 11,95 
August 60,00 58,7! 12.40 22,10 
September 59.75 56.50 12,50 22.40 
October 61,00 58, 00 12,80 12.70 
November 62,25 57,50 12,90 12.40 
Decomber 59.00 58,00. 12,40 11.65 
Year 1949 62,25 45,00 13,25 11,65 
1950 
January 58,75 57,50 11,65 11,20 
February 58.09 56,00 11,35 11.15 
March 56.75 51,00 11.34 10,95 
April 54.50 53.50 11,15 10,90 
May 53.75 52.25 10.88 10,65 
June 52.00 47,50 11,00 10,25 
July 49.50 47,50 1. 10.30 
August 49.25 48,00 11,45 11,00 
September 48.25 46.5% 12.00 11,50 
October 49.25 46.50 11.90 11.45 
December 45.25 41,06 11,66 11,32 
Year 1950 58.75 41,00 22,00 10,25 





British Sovereign, George Head British Sovereign, George Head 














In Rivais _1n U, S, Dollars 
High Low fiich ~_low 
1951 
January 46,25 42.25 12,90 11,70 
February 46.00 45,00 12,00 22.00 
March 46,50 45.25 12,08 22.00 
April 18,25 16,25 12.20 12,00 
May 49.32 47,00 12.75 122.23 
June 4725 45.50 13,00 12.65 
July 46,00 Ae9l 12.65 12.48 
August 45.50 45,00 12.60 12.48 
September 46.36 45.27 12.76 22,53 
October 47,00 46,00 12.76 12.70 
November A ie 46,00 2.7 12.55 
December 202 44,75 12.49 11,92 
Year 1951 19,32 42.25 13.00 11,70 
1952 

January 45.14 14.82 12,06 11.98 
February 45.09 44,91 22.02 11,90 
March 45,00 14,86 12.03 11,78 
May 1A.64 44.36 12,13 12,00 
June 44.46 42,82 12,06 11.98 
July 43,00 40.75 22,15 11.98 
August 42,64 41,75 22,12 11,97 
September 42,77 42,33 12,18 12,08 

Year 1952, 


9 months 45.14 40,75 22,18 11,78 








ANNEX IIT 


EXCHANGE VALUE OF THE RIYAL AT JIDDA COMPARED WITH VALUE OF 
SAME WEIGHT OF SILVER AT NEW YORK AND BOMBAY 


(Bombay prices are converted to dollars based on the rupee'd 
value in the free market at Jidda and are monthly averages 
except that figures since May, 1951, are for mid-month 


Riyal parity in Riyal parity in 
Riyal value terms of average Riyal value terms of a 
Date mid-month silver price at: Date mid-month silv i 


New_York Bombay New York Bombay 
1946 | 
Jan, = 25 0243288 1950 
Feb, +232 1243 0299 Jan, 203 0252 301 
Mar, 241 243 0356 Feb, 196 252 314 
Apr, 0255 243 «493 Mar, +204, 251 321 
‘ 243 480 Apr, 205 6247323 
June 27 12435 May 203 254339 
July 271 31 408 June .218 025 +326 
Aug, —,276 310 iK2islps,—«w 2? 2 
Sep, a9 31 +390 Ang, +236 025 +316 
Oct, 029 9309 387 Sep. +252 025 316 
Nov, 1276 ol 0355 Oct. +243 +258 321 
Dec, 0265 6298 +333 Nov. 247 +276 312 
Deo, 259 276 317 
1947 
Jan, 265 2624353 1951 
Feb, +256 +248 «364, Jan, 273 +303 2329 
Mar, +262 6265 0392 Feb, 6263 0311 ‘ 
Apr. +265 +259 0424 Mar, 92 311 +338 
291 29k, 351 
June 0245 +229 +406 May »249 311 356 
July 7238 218 +367 June 276 305 3 
Avg, 4243 226 «4389suly, «26 Hl 33% 
Sep, +229 242 0342 Aug, +278 311 319 
Oct, 24] +246 314 Sep, 277 311 +310 
Nov, +236 +256 +326 Oct, 275 +303 305 
Dec, 0235 0256 +380 Nov, 274, +303 +307 
Dec, 0273 o 0; of 
rus 303 96 
Jan, 227 1256 43691952 
Feb, 234 1256 32h dame 268 303,322 
Mar, +236 +256 +334 Feb, 266 +303 +304 
Apr. +226 256 331 Mar, +264 303 268 
+216 +256 331 Apr. +267 303 +280 
June 022 0256 +339 May +272 0295 +285 
July 6228 256 0357 June 0273 0284 9265 
Aug, +236 0253 3 f July 0290 9285 277 
Sep, 24h 0258 = 357), =, 283 6286, 290 
Oct. 0255 0265 0363 Sep, 288 +286 289 
Nov. 24 252433 
Dec, 2249 Py 37h 
Jan, 2248 +24 377 
Feb, 0252 1243 404, 
Mar, +252 2246 407 
Apr. 0255 +246 +388 
May +228 +246 378 
June +222 +246 3nl 
July +203 +246 dl? 
Aug. 208 1247 298 
. +221 02515 = ,30 
. 217 +252 +301 
Nov, 7216 +252 +305 
Dec, +206 +252 291 


No. 30/4/1/1046 Date: 


With the Help of God Almighty, 
We Abdul-Aziz Ibn Abdul-Rahman Al-Faisal, King of Sai 


In view of what our Minister of Finance has submittec 
view of the fect that the necessary measures to be te 
the currency of the State and to stabilize its value 
value in reletion to foreign currencies are necessi' 
terest of the State and people, and also to avoid the 
wo the Treasury and the people from fluctuations in + 
currencies resulting because there is no fixed and si 
Saudi Arabian currency in relation to foreign currenc 


Je therefore ordain the following: 


Article i. There is hereby created according tc & 


ations /2 institution to be called "Saudi Arab: 
the main operating office in which it shali sta: 
be in Jicda. It shall have branches and agenci: 
where re vuired. 
Article 2. The functions of this Agency shall 


8 
ab see 


First: ‘lo strengthen the currency of the State 


its value and to fix its value in relation to fc: 


Second: “‘o aid the Ministry of Finance in centr: 
and expenditures of the Government, and in cont: 
in accordance with the items of the authorized | 


Third: ‘The Agency shall neither charge nor pay 
receipts and payments and shall not act in any 
flicts with the teachings of the Islamic Lav. 


Seoeoeorereareee 


A 
Yhe two Decrees, 30/4/1/1046, and 30/+/1/1047, 
Charter were published in the Supplement to th 
a e) Qura, flo.2410, dated 3 Shaban, 
2 4 ve) 


nd in 
‘angthen 
* this 

10 ine 
of foreigy 
e for the 


' Apensy 
tions to 
aces 


Lvilize 
ncias, 


2 receint: 
yond ture: 


: on its 
1 CON 


DECREE 


Now 30/4/1/1047 Dates 


(Apri. 


With the Help of God Almighty 


We Abdul-igis Ton Abdul-Rahman Al-Faisai, King o' - 


Upon seeing the Decree Wo. 30/%/1/1046 issued 25 
the Charter for the Saudi Arabian Monetary Agenc) 


attached to this Order and which consists of twels 


In view of what Sur Minister of Finance has subi! i 


We ordain the following: 


The Charter for the Saudi Arabian Monetary Agency 


above and attached to this Order is hereby sancti or 


order putting it into effect. 


& @ 
_CEARTBR OF THE SAUDI ARABIAN MONE'TARY AG 


I. Creation and Objects 


1. There is hereby created according to these r: 
Institution to be called "Saudi Arabian Monetary | 


iNCY 
polaiic 5 an 
gency the 


dain operating office in which it shall start its func: o to 


be in Jidda, It shall have branches and agencies in #h places 
where racuired. 
2. The objects of the Agency shall be: 
(2) To strengthen the currency of Seudi ‘rabte 
and to stabilize it in relation to forcign 
currencies, and to avoid the losses result 
to the Governmerit and the people fro. fluc 
tuations in the exchange value of ba cdi Ar 
coins whose rates have aot so far been fi 
relation to foreign currencies which form 
major part of the Government's incon 
(b) To aid the Ministry of Finance in ce: ‘ral: 
the receipts and expenditures of the Jove) t 
jn aecordance with the items of the suthor 
budget and in controlling payments so that 
branches of the Government shal] abioo by 
budget. 
TI. Capital 
3. The Jgency shall have an authorized capital equive 
to $00,000 gold sovereigns (calculated at £12.00 ond « 
lent to 74,200,000), The Government shall proviie the ire 
capitel cf the Agency. At least twoethirds of tre ca; 
shall be paid in prior to commencement of operations. 


in capite! shall inelude the value of a building 
and equirment which the Government may provide. 


IIT. Operations 
%. The Agency shall have the following funetion 


+ 


vO CurYrercys 


{e) Yo stabilize and maintain the extern. 


internal value of the currency. 


(») Yo hold and operate any monetary res@r 
funds as separate funds earmarked fo: 


purposes only. 


(ce) To buy and sel] for Government accoun: 


silver coin and bullion. 


ant 


ge -2.9 


(é) Po advise the Government about new coinage 
the manufacture, shipment ard issue of ali 
being understood that coins would be issu: 
and at the request of the Agency. 


(e) To regulate commercial banks, exchanse de: 
changers as may be found appropriate. 


5. The Agency shall aid the Ministry of Finance in ce 
the receipts and expenditures of the Government °» acc 
the items of the authorized budget and in controlling 

that all branches of the Government shell abide by the 
that end the Agency shall have the following fune*ions 


{e) To receive and act as depositary for 1] r 
luding receipts from concessionaire compan 
customs, from the Haj and from other soure 
naintain deposit accounts under such heads 
ment through the Minister of Finance may d 


(b) To act as agent for the Government i) peyin 


for purposes duly approved by the Governne 
the Minister of inance. 


6, The Agency shall establish a Research Department | 
analyze data needed to aid the Government and the Agen 
ulating and carrying out financial and economic “olic: 
7. The Agency shall not charge any profits on i’ ree 
payments anc shall not act in any manner which corflic 
teachings of the Islamic Law. The Agency shall not ur 
of the following functions: 

(a) Paying or receiving interest. 

(b) Reeeiving private deposits. 

(c) Making advances to the Government or to p) 


(cd) Engaging in trade or having an interest i 
uercial, industrial or agricultural onterp 


{e) Buying or holding fixed property except vh 
reasonably needs for its operations. 


(*} Issuing currency notes. 


ins; it 


ny t npoup 


5 and mone) 


lizing 
2nee with 


ments so 
dget. To 


trues ince 


u, fron 


and to 
the Gove: 
vut funds 
‘nrough 


71 - 
L6Cu ari 


a forme 


te and 
with the 
hake any 


@ partie 


coli~ 


a 
he Agen 


8. The Agency shall be under the control of a Board of Directors 
whieh shall be generaily responsible for its efficient aiministration 
and operation and shall have such powers as are necessary and apprope 
riate to that end. The Board of Directors may make su ules and 
regulations as it may consider necessary and appropriate to the cone 
duct of the work of the Agency in accordance with this charter. Ia 
the event that changes in this charter are found necessary, the Board 
of Directors shall recommend them to the Government through the 
Ninister of Finance. 





9. The Agency in the name "Saudi Arabian Monetary Agency shall be 
a cerporetion with continuing succession. The Agency is authorized 
to take such action as may be necessary and appropriate to give 
effect to this charter including, but without thereby limiting its 
authority, authority to make contracts, to acquire and hold and 
pledge assets, and to incur such liabilities as are necessary and 
appropriate to the conduct of its operations. 


10, The Board of Directors shall consist of a President, a Viee- 
President, a Governor of the Agency, and two other members. ‘These 
shall be appointed by an order of His Majesty the fing upon nomin- 
ation by the Minister of Finance. 


ll, The Minister of Finance shall nominate the Governor of the 
Agency and obtain an order for his appointment from His Majesty 
the King. The Governor shall not be removed from office except 


vy an order from His Majesty the King. 


V. Reports and Audit 


12. The Agency shall render to the Government through the “inister 
of Finance monthly reports of its operations, The Agency shall be 
subject to andit by auditors appointed by the Government. 


No, 3¢ 


With the help of God Almighty, 


We Abdul-Aziz Ibn-Abdul-Rahman Al-. a 


of Saudi Arabia, 

Upon seeing the Decree Mo. 30/4/1/1 
Fajab 1372, and 

In view of what our Ninister of Fi 
mitted to us in lio.7281 dated 7th Thu Al 

We ordain the fo) lowing:- 

ARTICLE 1: Mr. George A. Blowers 
ed as Governor of the Saudi Arabian None 

ARTICLE 2: ‘he Minister of Financ 


order into effett. 


AV 


i CHAS 


COPY OF ROYAL DECREE. 


No.3. +/14/ 


Date, ith © . Al ah, 13171. 
With the help of God Almighty, 
We / dul-Agda Thn-Abdul~Rehnan Al-Faisai, i. « of Arabia 
upon seedy the Decree No.30/4/1/1046 issued 25ti jak . and 
In » ew of what our Minister of Finance has bmi to us ir 


Noe? 92 de ed (2th Thu Al Qi'dah 1371, 
We « dal) the following:~ 
‘ART LE ls The Board of Directors of the & ii f 1 Mone te 
\gency she 1 be composed of the following persons 
Pre ident Abdullah Aj.-Suleiman 
Vieo-President Najib Ibrahim Salha 


Governor My. Geo. A, Slowers 
Newer Hussein Attias 
Mem er Salem Bin lishfooz 
Mew »er Rasem Al-Khalidt 
ART! LE o: The Minister of Finance shall mp thi sr into 


ANNEX ¥ 
CALCULATION OF RESERVE FOR SILVER COINS 
(Amount in millions) 





New silver coins Stabilization Seignorage at Amount that could be Total reserve Per cent of 
issued* Fund: Amt, avail- 40% based on borrowed at $.70 per oz. available: reserve to 
. able if coins silver at on silver coins held by total of col- issue 
bought at $.725  $.83¢ per oz. the Agency, over and umns marked 
per 026 above those bought by (1) (2) & (3) 
eee ae Fe ae ERT erm REE ot 
Value Ming silver Silver Cost Silver Anount Cash 
'  g@ntent,oz., bought, available, borrowed 
approx. ounces ounces 
Cie SE SCR 
$20 6.6 6.5 $4.7 $ 4.0 el $ .07 $ 8.77 884 
15 9.9 6.5 407 6.0 3.3 2031 13.01 & 
20 13.2 6.5 he 8.0 6.7 4.69 17.39 87 
25 16.5 6.5 he? 10.0 10.0 7.00 21.70 87 





* the fine silver content of these coins is figured on the assumption that 22% are J-riyal 
coins, 75% are riyals, and 3% fractional silver coins, 
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currency. This would comprise silver and minor coins; and would involve a 

system which it would be difficult to operate without relying largely on cur- 

rency notes-=wiose use under present conditions seems inadvisable. 


Thus adoption of a standard which would require gold circulation at $35 


per ounce is impracticable. 


The Saudi Arabian gold sovereign 
There remains the choice of introducing the new Saudi Arabian gold sov- 


ereign, minted early in 1951 but not issued as of October 1, 1952, as a step 

to an improved monetary system; and maintaining its value in foreign exchange 

by operations of the Saudi Arabian Monetary Agency to prevent undue fluctuations, 
This is in my opinion the best choice, having regard to actual conditions in 
Saudi Arabia and the attitude of the Government and public. 

There are several important reasons in favor of a gold coinage in Saudi 
Arabia. For centuries gold coins have been know and trusted and they now 
form a major element in the system. They are popular because well-suited to 
conditions that now exist and are likely to continue to exist for some time 
to come. They afford high value in small compass, are easily transported, 
are highly durable and are a convenient "storehouse of value" in a country 
meagerly equipped with credit institutions. In an inflationary world, faced 
with threats of war and widely dominated by the belief that governments 
should use fiscal means to promote full employment and prosperity, gold is 
more likely to keep its value than any national monetary mit. A gold cur 
rency is less liable than apy other to pressure from unwise governmental 
action-=and the strongest and most experienced countries are suffering from 
abuses of credit, 

Under present world-wide conditions there can be no assurance of com- 
plete stability in any standard, But there is a firm floor under gold at 
$35 per ounce. One cannot visualize a drop below that figure, which is 
7%-8% below the free gold price in September, 1952 ($37.50=838,00 per ounce). 
No continuing drop ‘i a premium of less than say )% ($36.10) seems at all 
likely. Thus for practical purposes the floor is higher than $35. 

On the other hand, a rise of large proportions in the free gold price 


would be checked by the gold sales of producing countries in free narketss 
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TTI, (INTRODUCTION GF TH! SAUDI ARABIAN GOLD SOVERUIGI 


A major purpose of the Saudi Arabian Government's famsighted actia 
in creating the Saudi Arabian Monetary Agency in April, 1952, was to pro- 
vide machinery to improve the monetary system. The Royal Decree of April 20, 
1952, mentioned as the first function of the Agency: "To strengthen the 
currency of the State and to stabilize its value and to fix its value in 
relation to foreign currencies." 

The Agency's opening on October },, 1952, cleared the way for issuing 
the new gold sovereigns This coin is practically identical with the cur 
rent British sovereign in weight and finenesse It weighs 7.98805 grams, is 
91666 fine and contains 7.322326 grams of fine gold (equivalent to »235) oze)e 

Issuance of the new coin raises problems of its value in foreign ex= 
change, how its value is to be maintained and the position of the present 


currency comprising British sovereigns and riyals, 


Value to be given to the new sovereign 
The Agency should operate to prevent undue fluctuations of the value of 


the new sovereign in foreign exchange, within an approximate range determined 
by the Agency, Its issuance thus will be an important step toward exehange 
stability and avoidance of the losses to the Government and the people which 
have resulted from exchange fluctuations. But it is important that the range 
be neither too lowmr too highe 

The gold content of the coin is worth about $8.2) at $35 per ounces 
On the basis of the current price of gold bullion in free markets, recently 
between $37 and $38, the coin's gold content is worth between $8.70 and 
$8.95. Obviously the coin could not be issued at a value in the latter 





* Part of this chapter was embodied in a report presented to His Excellency 
the Minister of Finance on August 1), 1952. 


# In the summer of 1952 the Government handed out at Riyadh a number of the 
new sovereigns, but this is not to be considered as commencement of issu» 
ance as currency. 
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The action of the International Monetary Fund in September, 1951, in 
leaving greater latitude to members to determine their respective policies 
for sale of newly mined gold has had an important effect on the markets for 
gold bullion, Sales on a larger scale have led to lower prices and there has 
been greater stability at those levels, The Fund's announcement was followed 
by a drop of over $3 from about $41 to a range of $37-$38 in recent months. 

I recommend that the new sovereign have a value in the approximate range 
of $10.60 to $11.00, which is equivalent to a gold price of about $5.00 to 
$46.75 per ounce. Sales policies of producing countries seem likely to hold 
the price below that range except, as stated, in case of the happening or 
general expectation of largeescale general war, or revaluation of gold generally 
or by the United States, Short of these contingencies it is quite mlikely 
that the gold price in accessible outside markets would reach $45, These con= 
tingencies I feel should not now deter Saudi Arabia fron issuing the gold coin 
as a step toward monetary improvement. 

The range of value for the new sovereign also has to take account of the 
rate at which it will be issued in terms of the riyal,* This range, therefore, 
has to take account of the foreign exchange value of the riyal, as hereinafter 


explained. 


Means to maintain the sovereien's value 


Tf Saudi Arabia issues the new sovereign in the range above recomended, 
it must be firmly sustained in that range to assure confidence. Thus the 
Monetary Agency must redeem the coin on demand in unlimited amounts at the 
lower limit of the range chosen, 

Redenption calls for an adequate reserve of dollars or gold deposited in 
banks of high standing in the United States in the name of the Agency, The 
reserve mist be specially earmarked so that it cannot be used for any purpose 
other than to maintain the stability of the new sovereign. 


As stated, there seems no chance of gold falling below $35 per ounce, 
the figure at which the American authorities buy gold, Likewise the free 
gold price which in September, 1952, ranged 
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between $37-$38 is ouite sure to stay well above $35 and probably above $36, 
The Monetary Agency could readily borrow against the coins if need be up to 
about $35 per ounce, The reserve therefore will be adequate if it covers the 
difference between the monetary value of the coins issued and their value at 
$35. 

To illustrate: 4 million new coins issued at $1] each through the 
Agency are paid for in dollars, a total of $11 million, as provided in the 
draft decree, In the unlikely case that they are all presmted for redemp- 
tion, the gold in them would be worth $8.24 million * $35 per ounce, or 
$8,70 at $35 per ounce, And the ‘gency would hold as earmarked reserve the 
excess of monetary value over cost, namely, $2,76 million, less expenses of 
coinage and shipment which are not over about 2%, 

The requirement that new coins be issued only through the Agency and 
their full monetary value paid in dollars thus will automatically create a 
sufficient reserve, But it is important that this requirement be strictly 
followed, and that no coins be issued without the prescribed earmarked reserve, 

Since the new coin will have a monetary value well above its value as 
gold bullion, there will be no inducement to export it, Nevertheless its 
export should be forbidda to mke clear that it is to be kept a local coin, 
and to give protection in case of an unexpected rise, e.g., in the contin- 


gencies mentioned, 


Position of the British gold sovereign 

This well-known coin is widely used in Saudi ‘rabia, and the Government 

should avoid action that might adversely affect the value of the British sov- 
ereign after issuance of the new sovereign, The new coin, however, may be 
expected in time to supplant the British sovereign as currency within Saudi 

Arabia, though some will doubtless continue to hoard British sovereigns. The 

new coin will be convertible into riyals at a convenient rate which the Mone- 
tary ‘gency will be in position to maintain subject to substantial changes 


in the world prices of gold or silver. Also it will have an assured value 
in dollars and be readily covertible into foreign exchange. Thus it should 
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AThus the new sovereign would have a value in t 
A 


recommended, w fic Agency would fimly prevent it f 
below that range by buying sovereigns and/or riyals fi 


on demand in unlimited amounts, Likewise the Agency | 


exchange rates from rising above the upper limits of 


rr and/or rats ff above should be regarded as trans 


until the riyal can be readjusted on the lines hereini 
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IV, RATES FOR THE NEW SOVEREIGN AND THE RIYAL 


I would emphasize that maintenance by the Agency of rates between the 
riyal and the Sandi Arabian sovereiin depends first upon there beine!ng Sage 
eOtamae. changes in world prices of silver and gold, Also it depends upon 
the Agency having at all times enough of each coin to meet all demand at the 
rates set, Only readjustment of the riyal on the lines set forth in the 
following chapter can definitely make possible a firmly held rate between 
these two coins, 

With these principles in mind, and because of the basic position of the 
riyal in Saudi Arabia and the attitude of the Government and the people, the 
best policy will be for the Saudi Arabian Monetary Agency acting on the Gov- 
ernment's behalfs 

1, To cite $er“al vty water exatch ot the egret 

level desired before issuing the new sovereign; 

2. To issue the new sovereign equivalent to a specified mmber 


of riyale, ani dom to hold the riyal fimly at the 
> specified rate, Diiloth ot women a the shove princioles) ante 
hut 3 


0 6 for the new so 





F the key to the program, therefore, is the choice of the best level for 
the riyal, ‘This level should be chosen with great care go as to cause the 


Ariyal 26.244 916 2/3 20570 38.10 284 
1 * 11,6638 500 563459 31.65 1.56 
+ * 5.8319 500 246730 24.3840 1,36 
¢° 2.9160 500 1.3365 19,5072 1,08 


lriyal 11,6638 916 2/3 10,6918 30,5054 1.67 
a 5,819 916 2/3 543459 2443840 1,36 
ae 269160 916 2/3 2.6730 19,5072 1,08 


Quantity of new coins needed 
Consideration of the need for riyals mst take account of the extent of 
demand for the new Saudi Arabian gold sovereign, 
No one can say how many British gold sovereigns are now in Saudi Arabia, | 
In 1948~50 Aramco brought in about 10 million sovereigns for its payments to 
the Goverment, But that was far beyond the country's capacity to absorb 
money and most of the coins, perhaps as much as 90%, were exported, 
The mumber of new sovereigns needed vill depend upon public acceptance, | 
and in particular upon how far and how rapidly they are substituted for British 
a nate of 40-1 fermthe ruiral ar semana fy he a 
sovereigns, With an wai 20 dellade, is reason to expect 4 
the Sandi Arabian people will receive the new coin well as a national coin, (0, 





Substantial anounts will be held a8 personal and business capitel, This will ah 
be partly in substitution for British sovereigns, and as an addition to cap- 
ital funds as the country develops due to developing oil production and the 
general tendency to progress. 

Modernization will gradually lead to increased banking facilities and 
tend to reduce hoarding, Everything practicable should be done to promote 
investnent in various productive enterprises, rather than to hoard, But 
nonetary habits are slow to change, and hoarding of gold and silver will 
contime for a long time to cone, 

It is impossible at present even to guess the quantity of new sovereigns 


